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The People 
Must Be Told! 


By EDWARD F. HUTTON* 


Partner. E. F. Hutton and Co. 
Members, New York Stock Exch. 


Mr. Hutton urges businessmen to 
counteract all falsehoods made 
by those who wish “to take over 
America.” Advocates injecting 
into every advertisement a re- 
affirmation of faith that our sys- 
tem alone can keep America 


prosperous. his spare time. 


I do not intend to indulge in a 
dissertation on communism—or to 
attempt to 
mold your 
thinking — be- 
cause it is you 
who mus t 
carve out your 
own thinking 
and make your 
own decisions. 

Free speech 
is still a privi- 
lege — not a 
license. I 
quote: ‘Men 
are never so| 
likely to settle 
a question 
rightly as 
when _ they 
discuss freely.” So, anything | 
which I say can be freely dis-| standing of security markets. It 
cussed later. I cannot conceive | 
that our people want communism | 
—it would appear Russia acca Pei that the professional 


no democracy—either we hold our | investor is forced to concern him- 


constitutional government which | self not only with the anticipa- 
(Continued on page 38) 


ing for the public interest, and 
devoting his evenings to the thea- 
ter, of which he was an ardent 
patron and supporter, as well as 
to the collecting of rare books— 
he managed to build up a fortune 
that amounted to a couple of mil- 
lion dollars, as evidence of his 
skill; and we do not know whether 
he gave away anything in his life- 
time to cut down his estate tax. 
Indeed, as one reads his Gen- 
Theory, it 
that he had a 


Edward F. Hutton 


eral becomes obvious 





profound under- 


is he who made the point most 


(Continued on page 24) 


*An address by Mr. Hutton be- 
fore the Kiwanis Club of Baldwin, 


L. I., Oct. 14, 1947. *A talk by Mr. de Vegh before 


the Monthly the 
National Industrial Conference 
Board, Sept, 25, 1947. 
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The Outlook for 
Security Prices 


By I. de VEGH* 


Economist points out various bullish and bearish factors in the 
financial, business, and political scenes. . . . Believes stock market 
as well as business will follow Federal fiscal policy whose future 
course is uncertain. Because of the market’s very strong technical 
position, counterbalanced by unwise government policies, he pre- 
dicts securities prices will remain in minor “sideways” movements 
until “the major decision” regarding inflation is made. 


I. 


The late Lord Keynes was an extremely successful investor in 
In the course of a very active life—teaching at 





world. 








Cambridge, writing books, work-¢ 
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EDITORIAL 


As We See It 


Now, We Have an “Anderson Plan”’ 


In the hey-day of President Franklin D. Roosevelt the 
public was constantly being bombarded with “programs.”’ 
We had relief “‘programs,”’ a social security “program,” 
several recovery “programs,” and many more. Apparently 
it was thought that the most damning thing that could be 
saidjabout a political opponent was that he had ‘no pro- 
gram.” All that now seems to be passe. Today “plans” 
have taken the place of the “programs” of a decade ago. 


Reams were written about the so-called Marshall 
Plan long before there was any real plan at all—at 
least so far as the public was permitted to know. This 
‘“nlan” however, had come down from the mountain on 
tablets of stone, and he who did not bow before its 
majesty was not worthy to be called an American. 

Now, we have an “Anderson Plan” with which the 
American people are being bombarded. By its friends it is 
regarded as a “‘bold’’ scheme—boldness still presumably be- 
ing a mighty political weapon—but most decidedly, say 
these defenders, it must not be considered ‘“sensational.”’ 

(Continued on page 26) 
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HART SMITH & CO. 
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Convertible Currency and a Free 
Gold Market 


By JAMES D. MOONEY 


President and Chairman of the Board 
Willys-Overland Motors, Toledo, O. 
Prominent industrialist lays British troubles largely to abandonment 
of gold convertibility and absence of free gold market. Attacks 
Keynes’ theory, and holds free gold market is essential to world 
reconstruction. Concludes U. S. 
steps to open a free gold market for our own trade and that of 


can and should take necessary 


Gold has proved its superiority as an international money from 
ancient Athens to modern America. 


No other article or medium of 
payment has 
compared 
with gold in 
its depend- 
ability as a 
money. Eng- 
land’s great 
trading Em- 
pire owes its 
growth, and 
its history of 
success in 
holding the 
confidence of 
other coun- 
tries, to gold 
and the con- 
version of 
currencies 
into gold on demand. As the 
banker for the world for more 
than 100 years, England reaped 
great profits. It was from this 
service as the world’s banker with 
the dependable international cur- 
rency convertible into gold that 
enabled England to gain and hold 
the confidence of all foreign trad- 
ing countries, Even her enemies 
used her international financial 
machinery, currency and credit. 
England’s foreign investments, in- 
(Continued on page 22) 
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!econversion is 


| lessons to 


| Regional 


assumptions 
| are: 


Lessons From Reconversion 


By GWILYM A. PRICE* 


President, Westinghouse Electric Corporation 


Mr. Price points out as negative lesson of reconversion, unworkability of false economic doctrines, such 
as higher wages with lower prices, plentiful money without inflation, and higher taxes without less in- 


centives. 


decline in productivity trend and restriction of production. 


Stresses need of increased production throughout world and blames government policy for 
Holds most important affirmative lesson is 


renewed confidence in superiority of democratic capitalism and urges willingness to accept and make 
known risks and penalties of free enterprise, as well as its benefits. 


When I undertook this assignment I was mcre confident of my ability to analyze the 


lessons from reconversion than I am at this moment. 
that the speaker is a prophet, 
shall @ 


| tions, I 
'do my best to 


| present the 
| balance’ sheet 
| of our present 
'situation, in- 
‘cluding both 
the encourag- 
ing and dis- 


couraging ele- 
ments as they 
appear to me. 

Those three 





(1) That re- 


not completed. 
So I am talk- 
ing only about reconversion up 


Gwilym A. Price 


ito now. 


while many of the 
be derived from our 
recent experiences are clear-cut 
“Address by Mr. Price before 
Meeting, Pennsylvania 
State Chamber of Commerce, 
Sunoury, Pa., Oct. 7, 1947. 


(2) That. 


For it is a large subject and implies 
which I disclaim. But if you will grant me three assump- 











and decisive, a few are not—so 
that the book cannot yet be fully 
written. 

(3) That your present speaker 


jmakes no claim to superior wis- 
|dom, All that I can tell you is the | 


lessons that are plain to me. 


The very word “reconversion” 
is an anomaly in these United | 
States. We are always reconvert- 


ing—from war, from depression, 


from boom—but we never really | 


change back to things as they 
were. Perhaps that could happen 
in another country, but certainly 
not in ours. But we keep on talk- 
ing, and to some degree thinking 
and acting, as though we believed 
it could happen. 


Probably it is this desire to 


the other man’s mind, I 


know | 


that economists require a stand- | 


ard cf measurement which they 
can call normal; but there neve) 
was a year which was norma 


while we were living it. 
To me, the lessons of this pres- 


ent reconversion period are of | 
two varieties—the negative and 
the positive. Let me touch on 


them in that order, 

The negative lessons—the things 
I hope we have iearned not to 
do again—are the logical conse- 


‘quence of errors we have com- 


mitted. We have suffered the 
penalties; in some cases we shall 


|be paying the price for years to 


retrace our steps that is respon- | ] 
| those particular ways. 


‘sible for some of the errors we 


have committed in these last 
years. Perhaps they are due also 
to our incurable desire to return 
to what we call normal. One of 
the difficulties there is that no 
one Knows just what is norma! in 


to come; surely the least we can 
do is to promise ourselves that 
we shall not be wrong aga:n in 


It may be the most natural 
thing in the world that the Amer- 
ican people, the descendants of 
those who visioned the Promised 
Land in an empty continent, and 

(Continued on page 18) 








Safeguarding Nation’s Financial Solvency 


By JOHN W. HANES* 


Former Under Secretary of the Treasury 


Former Treasury official points out need of arousing public interest in taxation and government expendi- 


tures, and urges more research to aid Congress in keeping natign’s financial solvency in hand. Decries 


aim of executive to encroach on Congressional financial prerogatives and attacks growing Federal sub- 
sidies arising from various pressure groups. 


| Wea 
|filaunt their power and make a mocker 
Unfortu- | ¢ 
nately. much 
of the ground 
| gained. in the 
"20s and ’30s, 
|'when this 
great citizens’ 


movement 
| was strongest, 
has been lost 
during the 
war, Federal 
war expendi- 
tures reached 
such _astro- 
nomical  pro- 
portions that 
state and local 
problems, im- 
| portant as they were—got pushed 
to one side. The public itself was 





John W. Hanes 


of the war! Indeed the problems 
at the Federal level—which the 
war left to us—are now so vast 
as to dwarf all others! 

All of you know only too well 
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*An address by Mr. Hanes be- 
fore the Governmental Research 
Association Luncheon Meeting, 
|New York City, Oct. 9, 1947. 











Abitibi Pow. & Paper 
Brown Co. 

Minn. & Ont. Paper 
Placer Development 


Canadian Securities 
Department 





115 BROADWAY 
Telephone BArclay 7-0100 





Eternal vigilance is the price of good government. 
kest, unfortunately, is in those states and municipalities where great political machines 
y of the democratic process! 





apathetic to everything but news 

















We Maintain Active Markets in U. S. FUNDS for | 


GOODBODY & Co. 


Members N. Y. Stock Exchange and Other Principal Exchanges 


how difficult it has become to 
arouse any kind of interest in 
these local problems and to fi- 


nance taxpayer organizations ade- 
quate to deal with them. Here the 
Tax Foundation has sought to be 
of help—-particularly in arousing a 
tax consciousness among national 
r-usiness organizations which 
could be translated into financial 
aid at the local level. 

Today, to a very large degree, 
this battle has shifted to Wash- 
ington. Congress is at grips with 
many vital problems; it needs all 
the help it can get. Right now, 
for example, the issue is joined 


as to which branch of the Gov-| 


ernment is to shape and control 
Federal fiscal and tax policies. 
This is the constitutional right of 


Congress but it is being chal- 
langed by the Executive. By his} 
veto of HR 1 early this 


President Truman puts spending 


—particularly for foreign account | 
the | 
the | 


relief for 
Indeed, 


tax 
citizen! 


—ahead of 
American 


year, | 


But, where good government is 


sional committees, in reviewing 
the various appropriation bills, 
have been virtually powerless to 
bring these Federal agencies under 
control. 

In this current Battle of Wash- 
fington a great many of you here 
have played an important part. 
Many of you served as volunteers 
—as Minute Men, if you will— 
|under the direction of Car] Her- 
bert in helpinrg Representative 
John Taber and Senator Bridges 
and the Senate and House Appro- 
priations Committees study the 


| budget requests from the depart- | 
ments and the independent agen- | 


cies, most of which asked for 
more rather than less, despite | 
President Truman’s request for 


peacetime economy cuts. The serv- 


| ice thus rendered has bee greatly | 
wholly | 


rraised and indicates a 
new field opened up for citizen 
| action. 


Importance of Research 


| program, I want to stress the im- 


29 14, b4 ° aaa . 
a $37'2 billion budget—are now | portance of research. Facts, when 


so entrenched that the Congres- | 


(Continued on page 23) 
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In this struggle to bring Amer- | 


' : ‘ ding | ica back to a sound ; s fiscal | 
forces of spending—in defending | ” tog und and sane 
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Savings Banks’ Investment Problems 


By ROBERT M. CATHARINE* 


President, Dollar Savings Bank, New York City 

President, New York Savings Bank Association 
Prominent savings bank executive points out savings banks, despite falling off in rate of deposits growth, 
are st.ll faced wah problem of finding safe and remunerative outlet for funds. Urges Treasury issue long- 
term higher yield bonds and banks enlarge mortgage portfolios. Warns against dangers of large in- 
vestment in equiiy housing because of high construction costs, and advocates conservatism by banks 
in fixing di.idend rates for depositors. 
Every savings banker is conscious that the phenomenal growth of deposits which we 
experienced during the war and even after the war is now leveling off. In some instances, 


rather than gains our banks a 


in rate of 
growth, we 
still will have 
investment 
problems al- 
though their 
nature will be 
different from 
that of the in- 
vestment 
problems of 
the past tew 
years. During 
the war, fre- 
quent new 
government 
offerings pro- 
vided a ready 
outlet for the 
investment of new money as well 
as substantial capital profits. This 
is no longer true. 


Savings banks need more long- 
term government bond issues, car- 
rying a substantial rate of interest 
and designed for institutional Mm- 
vestors. Savings banks gather in 
the savings of the people and are 
thus a vital factor in the fight 
against inflation, now threatening 
our whole economy. The savings 
banks deserve and must have 
more cooperation from the Fed- 
eral Government in the matter of 
terms and rates on government 
bonds if they are successfully to 
carry on their fight. 

The recent 18-year 242% issue 
is a partial recognition of this 
need. Unfortunately, those bonds 
were made non-marketable and 
will not be redeemed by the gov- 
ernment prior to maturity except 
at a discount which effects a se- 
vere retroactive decrease in yield. 
We have always looked upon our 
government bond portfolio as be- 
ing liquid. Non-marketable bonds 
with such a penalty for redemp- 
tion, if purchased in large quan- 
tities, would impair the liquidity 
of savings banks. For this reason. 
I believe such bonds will be of 
limited interest to our banks. 


Robt. M. Catharine 


Mortgage Portfolios 
The primary aim of every one 
of us now is to increase our mort- 





*From the Presidential address 
of Mr. Catharine at the 54th An- 
nual Convention of the Savings 
Banks Association of the State of 
New York, Lake Placid, N. Y., on 
Oct. 8, 1947. 
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re experiencing losses in total deposits. 


gage portfolios. For many years 
before the recent war, mortgages 
were the backbone of our invest- 
ments and from mortgages with 
their more generous yield we de- 
rived the bulk of our earnings. 
Unfortunately, many of us are 
now down to a point where our 
mortgages account for less than 
30% of our total assets. When 
the war was over we thought that 
new construction would provide 
plentiful new mortgages, only t: 
find that high costs of materials 
and labor have discouraged build- 
ers to the point where there are 
comparatively few new mortgages 
available. Our banks, having the 
major portion of their assets in- 
vested in government bonds with 
their comparatively low yields 
find it difficult to meet increased 
operating costs, set up prudent re- 
serves, add periodically to surplus 
and, at the same time, do what 
we all would like to do, increase 
dividends to the maximum per- 
mitted by the Banking Board. 

The question of what is a prep- 
er ratio of surplus to deposits is 
debatable, particularly at _ this 
time when most of us have such 
a large percentage of “so-called” 
riskless assets. A few banks have 
a high ratio of surplus to deposit 
liability, and at the same time 
have generous reserves. Clearly, 
there can be no criticism if such 
banks pay the maximum dividend. 
Moreover, I feel that we have a 
duty to pay as high a dividend as 
safety will allow. 


But there is a danger that banks 
not amply reserved and with com- 
paratively low ratios of surplus to 
deposit liability, will feel that 
they have to increase their rate of 
dividend in order to meet compe- 
tion. This would be most unfor- 
tunate. I do not believe that there 
is any place for competition for 
deposits on this basis within the 
savings bank system. And we 
should never forget that it is a 
system, and is so regarded by the 
public. 


Savings Bank Dividends 


In considering the rate of divi- 
dend to be paid, we must keep in 
mind the recent drastic increases 
in operating costs, particularly 
salaries. We all believe these in- 
creases were justified and neces- 
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sary to meet the high cost of liv- 
ing. However, their effect upon 
our earnings must not be over- 
looked. A year has not elapsed 
since most of us increased sal- 
aries for this purpose and we do 
not yet kiow whether the cost of 
living will increase further. 


I know you wili agree with me 
when I say that the average cus- 
tomer comes into a savings bank 
to deposit his money because the 
bank is convenient. He does not 
consider the size or the surplus 
position of the bank. He feels per- 
fectly safe in entrusting his money 
to the nearest savings bank. My 
own experience is that there has 
been little depositor demand for 
an increase in the dividend rate. 
The best proof that high dividend 
rates do not mean increased de- 
posits lies in the fact that from 
1941 to 1947, in the face of the 
lowest dividend rate in our his- 
tory, deposits in mutual savings 
banks in New York State in- 
creased from five and a half bil- 
lion dollars to more than nine and 
a half billion dollars. The factor 
which determines how great the 
increase in savings is to be in a 
given period is real national in- 
come—real wages. Let us deter- 
mine our dividend rate without 
reference to competition. In that 
way lies safety. 


Equity Housing 

A problem confronting us today 
is equity housing. You are all fa- 
miliar with the equity housing 
projects which have been pro- 
posed to be undertaken by the 
savings banks of our State pur- 
suant to enabling legislation en- 
acted in 1945. Some half dozen 
of these projects have been pro- 
posed. Land has been acquired 
by housing corporations on behalf 
of the savings. banks in a few 
cases and one project is now near- 
ing completion: Parkway Village 
in Queens County. Another proj- 
ect is getting under way in the 
City of Rochester. 


Every savings banker is fully 
aware of the pressing need for 


(Continued on page 21) 





The Causes and Cure of Present Day 
Trends Toward Business Monopoly 


By WILLIAM S. 


BAREN 


Writer, in referring to contentions that high prices are resulting 
from monopoly tendencies, points out real cause for merger of 


smaller into larger companies, is 


high taxes and other restrictions 


that make success difficult for a small business to build up surplus 


capital out of earnings. Savs, if 


trend teward monopoly is to be 


curbed, taxes on business should be reduced. 
On Oct. 6 over a nation-wide radio network Senator O'Mahoney 


debated with Senator Taft on the 


Subject of who was to blame for 


prevailing high prices in the American economy. Senator O'Mahoney 
has long been the proponent of legislation to restrict the absorption 
of smaller business units by larger corporations. ‘The Senator from 
Wyoming contended that one of the main causes of high prices was 


the present- 
day trend 
towards mo- 
nopoly, and 
for this reason 
it should be 
curbed by 
Federal legis- 
lation. 

On all counts 
this statement 
can be proven 
to be a com- 
plete  distor- 
tion of the 
facts concern- 
ing the real 
causes for ex- 
isting high 
prices. Contrary to the Senator’s 
contention (which was not backed 
up by a single illustration of 
demonstrable proof) the _ basic 
causes for the high prices which 
now prevail lie in the distortions 
of time-tested economic and fiscal 
policies which have been forced 
upon our people by the political 
party of which Senator O’Maho- 
ney is a leading figure. It was 
the Democratic New Deal Admin- 
istration which has forced fiat 
money on this nation. Likewise, 
unbalanced budgets for 15 years; 
almost unlimited spending for all 
sorts of unproductive and extrava- 
gant ventures both in peace and 
war; loans to Europe at a time 
when production of many con- 
sumer items in this country are 
woefully in short supply; the ma- 
licious price raising Wagner Act | 
with its emphasis on less work | 
for more pay, and the unsound tax | 
policies which place such a high 
penalty upon the earnings of all 
business enterprise, and there- 
fore must be added to the costs 
of all goods purchased by the con- 
suming public—these are the gov- 
ernment policies which have fos- 
tered higher and higher prices. 
When you debauch a nation’s cur- 


rency by devaluing its money, or 
by creating mountains of debt and | 








Wm. S. Baren 
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| passed 
| Deal government which has so long 





borrowing which increases the 
supply of the circulating medium 
to heights never known before in 
this country, you can be sure that 
prices will rise if the supply of 
goods does not increase propor- 
tionately. This law cf economics 
cannot be repealed by even 
Messrs. Morganthau, Eccles, Han- 
sen, Snyder, or even the genial 
Senator himself. 


Why Small Companies Sell Out 


But those of the leftist economic 
persuasion have a faculty of turn- 
ing the public’s attention from 
their own failures to some other 
wholly unrelated reason for any 
dilemma which may face the na- 
tion. That is what the Senator 
has attempted in his argument 
pertaining to monopoly as a factor 
in causing the price level to ad- 
vance. It is an old lawyer’s trick 
but it is a hollow claim. However, 


the Senator has struck upon a 
serious problem which, prior to 
our present-day socialistic tax 


policies, did not exist in this coun- 
try, at least not to the extent as 
at present. When he contends that 
many smaller business concerns 
are being merged or bought out 
by larger corporations he is right. 
To anyone who believes in our 
free enterprise system this condi- 
tion can be viewed as a very un- 
healthy development. 

As an investment dealer who 
has distributed the securities of 
numerous smaller business organ- 
izations during the past decade, 
and as a salesman of these securi- 
ties for about 12 years prior there- 
to, I believe I am able to review, 
with considerable accuracy, the 
conditions about which the Sena- 
tor complains. In so doing I find 
that the basic cause of the trou- 
ble is not that the larger com- 
panies are anxious to swallow up 
their smaller competitors so that 
they can obtain a stranglehold on 
their particular industry as the 
Senator contends. Contrary to the 
Senator’s belief in this respect, it 
is because certain laws have been 
by the Democratic, New 


been in power that has caused 
many smaller companies to go out 
and SEEK LARGER CORPORA- 


TIONS WHO WILL PURCHASE 
THEIR BUSINESS. Taxes piled 


upon taxes have made it next to 
impossible for the smaller firm 


| to build up surplus capital out 
| of earnings which can be used for 


expansion purposes. When it 
comes to obtaining capital from 
the public through the sale of 
equity stock, I can attest to the 
fact that any securities dealer 
who knows his business will tel 
Senator O’Mahoney that as. long 
as about 40% of the net earnings 
of any struggling business finds 
its way into the clutching fingers 
of the tax eaters in Washington 


| (to which must be added many 


cases of State and municipal tax 
grabbing), that these responsible 
security dealers do not very often 
advise their clients to invest 
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/'money in such risky ventures. 
| There are too many seasoned se- 
|curities of financially strong cor- 
| porations that can be sold to their 
| customers, so why risk ill will, 
(Continued on page 19) 
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- THE STATE OF TRADE AND INDUSTRY 


_ Total industrial production showed a slight increase in some 
lines the past week with aggregate output steady and at a high level. 
' The existing freight car shortage resulted in slower deliveries which 
; tended to aggravate the scarcity of some raw materials. 


Production schedules in such lines as the automotive industry 

continued to be curtailed by insufficient supplies of sheet and other 
_ Steel which has made it necessary for Chrysler the current week to 
close down practically all of its assembly lines, thus placing in 
_jeopardy this industry’s projected goal output for 1947. 

In connection with the shortage of steel, it is heartening to note 
that operations of steel companies having 94% of steel capacity were 
the past week placed at 96.1%, the highest level since the week be- 
#inning June 9, when they stood at 96.9%. Scheduled steel operatioiis 
for the current week are expected to reach 96.8% of capacity. 

A decline was reported in the manufacture of durable goods and 
heavy industrial machinery last week and order backlogs continued 
very substantial. Output of some types of hardware remained limiied, 
but some improvement was registered in the manufacture of house- 
hold furnishings. Plumbing, heating and finished millwork supplies 
reflected slight improvement which should tend to alleviate in some 
degree the tight building supply picture. ; 

In the textile industry output showed a moderate increase and in 
turn apparel manufacture. Orders for woolens, worsteds and knitted 
articles are booked well into 1948. A moderate rise occurred in shoe | 
production, but the need for experienced workers restricted output. | 

The government’s program for the conservation of food in order | 
that we may assist Europe in taking care of its hungry people has | 
been received with mingled feelings. Says the American Meat Insti- | 
tute, the emergency caused by the short corn crop and plans for | 
continued large exports of food grains for human consumption can 
be met without disrupting the livestock dairy and poultry programs 
of the American farmers. 7 : 

It added, “we seriously question whether ‘meatless days’ or ‘eggless 
days’ or ‘poultryless days’ would correct the situation. The current 
problem—and the problems of the future—must be solved at the farm 
ievel where grains and livestock are produced.” 

On Tuesday of last week the Interstate Commerce Commission | 
sanctioned a general interim increase of 10% in freight rates ap- | 
plicable to all commodities except iron ore, coal and coke, including | 
lignite. These latter commodities received smaller advances on a 
tonnage basis. The new freight rates charged by railroads, water 
carriers and freight forwarders will be boosted by an average of 
6.9% on Monday of this week and will add about $125,000,000 to the 
nation’s freight bill for the remainder of 1947. 

: This interim increase is the first general raise in freight rates 
-Since the one averaging 17.6% went into effect on Jan. 1, last and it 
fulfills only a part of the carriers’ application for an overall-increase 
averaging 27% 


STEEL PRODUCTION SCHEDULED AT HIGHEST RATE 
SINCE JUNE 9, WEEK 


_ Confronted by shortages, production difficulties and hysterical 
delivery pressure, the steel industry this week was receiving the full 
impact of higher scrap prices and the emergency increase in freight 
rates, according to “The Iron Age,” national metalworking weekly. 
With higher freight costs effective on steel shipments a further | 
withdrawal by steel firms from distant markets is a certainty be- 
cause present steelmaking costs will not stand too much of an 
a4ncrease in freight absorption by steel companies. 

. The highly explosive scrap market, which has held still dur- 

ing the past several weeks while brokers covered old orders 

taken at higher prices some time ago and consumers entered 
into more complicated conversion deals, has blown its top, says 
the trade magazine. The average price of No. 1 heavy melting 
Steel this week is up $2.25 a ton at Pittsburgh and at Philadelphia 
the average price of the same grade is up $2 a ton. There was no 
change at Chicago, but in view of higher prices at Boston, New 

York, Pittsburgh and Philadelphia a reaction in the Chicags 

area is expected soon. 

While some scrap consumers insist that supplies are greater then | 
a few months ago the long-term outlook on scrap is anything but | 
reassuring. Agents of steel firms which are selling steel ingots in the | 
open market for as much as $80 to $90 a ton, the above trade author | 
ity reports, have made their influence felt in scrap centers where 
they have bid for available material. 

Faced with tremendous pressure to deliver scrap to support cur-| 
rent high operating rates, a few scrap dealers are reported to have 
put concrete, dirt and other foreign matter into steel scrap. So 
serious has the practice become that responsible scrap men have 
strongly protested with a warning that it poses a threat to the entire 
scrap industry. 

At one steel mill alone it was indicated that 10,090 tons of 
steel were lost as a result of “foreign matter” in bundled scrap. 
Since this producer has been making his steel from a charge 
including about 60% hot metal and 25% scrap generated in his 
own plant the high ratio of foreign matter in some of the bundles 
bought on the outside was particularly obvious. 


The steel industry this week has come within striking distance of 
practical capacity operations and total output this week will match 
previous postwar records. 

Most steel consumers are in a bad position as far as their steel 
supplies for December are concerned with substantial cuts made in 
the quotas originally set up for the last quarter of this year. Many 
Jarge steel fabricators will not get the total supplies which they had 
been promised some time ago. 

Customers have three alternatives in attempting to overcome 
their desperate supply situation, states “The Iron Age.” They can 
durn to the gray market in an attempt to pickup what they need; 

(Continued on page 25) 
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'retical and practical flaws in the technical systems may be acknowl- 


'and well-documented reasons—such as wartime over-expansion of 


The Great Boom in the 
Prophets’ Systems 


By A. WILFRED MAY 
PART TWO 


The numerous reasons, and their dubious motiva- 
tion, for the current popularity of “Technical’’ fore- 
casting of the stock market. 


Last week this column attempted to demonstrate some of the} 
basic fallacies characteristic: of the principal methods employed in 
attempts to forecast the future of the stock market and business. Now 
we shall inquire into the wherefore of the individual’s constantly | 
increasing predilection for such activity with the | 
resulting ever-growing boom therein. In succeea- | 
ing weeks we shall set forth the actual decisive | 


! 


results ensuing from the pursuit of “technical” | 
systems and from other methods of prediction, in | 
their impact on both the individual and on the 
community; and the principal causes of the nega- | 
tive results. 

The significance of this line of inquiry is 
accentuated by the fact that ever since the cata- 
clysmic debacle of the securities structure in 1929 
there has been a continuing great bull market in 
the manufacture of predictions based on “tecn- 
nical” interpretations of past performance —- | 
whether exclusively technical (as is the Dow | 
theory) or at least predominantly so. On the 
other hand, the alternate approach in evaluating 
the ‘‘non-technical” elements affecting either in- 
dividual securities or the market as a whole, has 
fallen into ever-greater cynical disrepute. 


The “Lesser of Two Evils” Motivation 

Some individuals do, of course, absolutely and wholeheartedly | 
embrace the belief that the future can be deduced empirically from 
charts or other descriptions of past or present performance, and 
that the market itself is indeed its own best forecaster. But this 
writer is wholly convinced that (as confirmed unwittingly by the | 
arguments voiced by dissenters from our last week’s criticisms Ot | 
the “technical” systems) the most strong and real motivation for 
the technical approach lies rather in the nature of rationalized escape | 
from disappointment with competing investing policies. The theo- | 








A. Wilfred May 


edged to varying extents, but “they are” excused as constituting | 
“the lesser of two necessary evils.” Of course even if it be true that | 
the technical method is the lesser evil (with which this writer hap- | 
pens to disagree), that still does not constitute sufficient justifica- | 
tion for its usage; for why must it be assumed that either set of | 
evils is ‘‘necessary”? Need one jump out of a window merely because | 
jumping into the furnace would be even more uncomfortable? 


A Convenient “Escape” from Economic Phenomena 


The foremost difficulty from which technical methods provide | 
an escape is constituted in the undeniably great obstacles in the} 
way of forecasting from economic factors. 

The country’s recent postwar mass effort at forecasting the eco- | 
nomic future furnishes a perfect example. Typically, shortly befcre 
V-E Day one of the country’s ablest and best-informed economists, 
enjoying the advantage of his extremely well-equipped advisory 
organization and unparalleled. contacts, wrote a most convincing 
and widely-accepted book giving a plethora of perfectly logical 





plant, over-consumption, etec.—why the country was without doubt 
headed for a tremendous postwar depression. And our government | 
economists as well as the great majority of business and academic | 
spokesmen have, according to all polls, since the second half of 1946 | 
held that a business recession or depression was just around tie | 
corner. Never was there more unanimity concerning the expect- 
ancy of a slump. The specific and logical reasons therefor in- | 
cluded. in addition to the over-expansion of wartime plant, the) 
unduly large proportion of consumer savings that were spent ail | 
through 1946, and the alarming expansion of business inventories. 


Prophecies of Business Boom Went Completely Awry 

But the actually resulting events have upset all these expecta- | 
tions, if not the stock market expectations based thereon. All 
through 1947 consumers have been spending a larger proportion of 
their income than ever before, both in cash and through instalment 
financing. And the actual turn.of events regarding the inventory | 
situation has been that while a slackened rate of inventory growth 
has eventuated, not only has this feared happening not brought on | 
a recession, but in the words of the President’s Economic Report, it 
has made for a healthier business atmosphere. The actual over-ail | 
result is that in lieu of the forecast depression, we have an un-| 
precedented volume of peacetime activity, a national income double 

(Continued on page 37) 





Ohio Match 
Universal Match 
American Maize Products Co. 


Bought—Sold—Quoted 


FREDERIC H. HATCH & CO., ING. 


Established 1888 
MEMBERS N. ¥. SECURITY DEALERS ASSOCIATION 








63 Wall Street, New York 5, N. Y. Bell Teletype NY 1-897 


Atwater With Orvis Bros. 


NEWARK, N._ J. Orvis 
Brothers & Co., members of the 
New York Stock and Curb Ex- 
changes, announced that Charles 
W. Atwater is now associated 
with them as registered repre- 
sentative in their office at 760 
Broad Street. 
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A Bank Director Looks at Banks 


By ODY H. LAMBORN* 
President, Lamborn & Co. 


Director, Continental Bank & Trust Co., New York City 
Mr. Lamborn, in discussing salesmanship and adveriising by banks, points out these activities can pro- 


duce results only if the organization is a good one. 
though he must be expert in economics of banking, he should not neglect human relations. 


justified arrogance of bank officials and lack of banking knowledge of bank salesmen. 


Holds banker is a servant of the people and 


Scores un- 
Outlines art 


of salesmanship, and stresses usefulness of advertising and salesmanship to banks. 
A great many banks have a great deal to learn about salesmanship, about advertising 
and, fcr that matter about everything that comes under the general term of merchandising. 
But so as not to put the cart before the horse, it may be observed that many banks may 


well afford to 
examine their 
“product” be- 
fore they do 
too much 
talking about 
it thru sales- 
men or the 
printed word. 
To be proper- 
ly and effec- 
tively sold 
any _ product 
must be ex- 
cellent — 
otherwise the 
finest mer- 
chandising ef- 
fort is largely 
wasted. 

As we all know, basically a 
bank has nothing to sell but serv- 
ice. And one bank differs from 
another only in the quality and 
scope of the service rendered. 
Wow the most difficult thing in 
the world to sell is personal serv- 
ice. Any good merchandiser knows 
that. 

Intelligent merchandising  re- 
quires the use of many tools— 
salesmanship, advertising, public 
relations service, and others. All 
*An address by Mr. Lamborn 
before the Financial Advertisers 
Association, New York City, Oct. 
9, 1947. 
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¢€ 
are indispensable in the success- 
ful merchandising of a product or 
a personal service. But none can 
be fully effective unless the prod- 
uct or service is good, sound and 
useful — equal to, or surpassing, 
the values found in the competi- 
tive field. 

A personal service business is so 
difficult to merchandise because 
the salesman does not have a solid, 
tangible object to place before the 
prospective buyer—something the 
buyer can see, feel, and analyze, 
the virtues of which the salesman 
can extol with facility. No, a per- 
sonal service institution has to be 
| sold on the record of its past 
iachievements, the value of its 
/sources of information, its ability 
to judge vital factors and: coming 





events, its experience in complex 
matters, and many other intan- 
gibles. Obviously, that is not a 


simple task. In fact, it is a slow, 
| heartbreaking toil, requiring great 
patience. It requires the skill to 
|portray these intangibles so that 
they are understood and appreci- 
ated. It requires the ability to 
create that confidence so indis- 
pensable when one must place a 
part of his business destiny in the 
hands o: others. 

We come to the conclusion, then, 
that the merchandising of the per- 
|sonal service organization can be 
and produce perma- 
/nent results only if the organiza- 
|tion itself is a good one—one that 
i'has made, and will make, good on 
‘the promise. Thus everyone in- 
volved in such a personal service 
iastitution must do his part—and 
do it well. 

The point I want to stress is 
that, as with tangible objects, so 
must personal service possess the 
sterling quality and flawless char- 
| acter that will justify the state- 
|ments made about it and survive 


|the hardest tests. Otherwise good 


| ‘ aces 
| salesmanship and advertising can- 


‘not go far. 
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What Is a Banker? 


Since I have always found it 
advisable to reduce any proposi- 
tion to the simplest terms, I think 
of a banker as a “handler” and a 
“director” of the public’s money. 
He is only important insofar as 
he.handles these tasks with wis- 
dom and vision. A banker has a 
public trust that is far-reaching. 
Although his first obligation is to 
safeguard the money entrusted to 
him, his second obligation, equally 
important, is to see that the money 
is used intelligently—to see that 
money is put to work in the most 
effective way possible. And since 
money is not genuinely free to be 
used for maximum good except 
in a free society the handler of 
money is, of necessity, heavily re- 
sponsible for doing everything 
possible to preserve that type of 
societv—not alone in self interest, 
but also as a good American citi- 
zen. 

Of all of the professions none is 
more the servant of the public 
than that of the banker. Some 
bankers forget that fact. The 
banker should rever forget that 
his master is not just the stock- 
holder, but the public as well, for 


without the latter and its good 
will his influeirce and power is 
shorn from him. 


A banker is strong or weak to 
the cegree that he understands 
and performs his function in a 
tree society. A banker is strong 





or weak in his profession to the 
degree that he has the confidence 
and the friendship of the people 
in his community. He is strong or 
weak as a citizen to the degree 
that his conception of his respon- 
sibility causes him to assume such 
leadership as is necessary for him 
to function in a proper manner 
in these several directions. But 
sense of responsibilitity does not 
connote arrogance, and leadership 
cannot flourish in a complacent 
mind. 

Quite obviously the banker is in 
a position where he must be many 
things to many men. He should 
be an expert in the economics of 
banking. He should have a wide 
knowledge of the many phases of 
business and many phases of in- 
ternational relations. HM, however, 
he doves not know how to get aionz 
with people he will fall far short 
of his goal. He cannot lead them 
nor can he gain their confidence. 
The banker cannot turn to the 
right or the left without being in- 
volved in the problem of human 
relations. And, as we all know, 
there is no problem more difficult 
or complex than that of learning 
how to get along With our fellow 
beings. 

It is evident, then, that amongst 
(Continued on page 26) 





| SPOKANE, WASH. 


genoa 


London observer, remarking on 


that have no gold reserves. 


cerned in the 
Marshall Plan 
is the inter- 
convertibility 
of their cur- 
rencies, Fol- 
lowing on that 
Conference, 
an expert 
committee 
met .in Lon- 
don, but failed 
to reach an 
agreement, 
and it looks 
as though the 
16 nations had 
split into two 
camps: five 
nations favoring the “Benelux” 
Currency Plan (so named because 
it was put forward by Belgium, 
the Netherlands and Luxembourg) 
and 11 nations refusing to accept 
it in its original form. The former 
group includes, in addition to the 











Dr. Paul Einzig 


jthree governments responsible for 


the scheme, France and Italy. The 
latter group includes among 
others Britain, Switzerland, and 
the Scandianavian countries. The 
f:ve nations favoring the Plan are 
to meet in Paris shortly to discuss 
the possibility of adopting it with- 
out the participation of the 11 
nations. Britain is to be repre- 
sented at this meeting by an ob- 
server only. 

Under the Benelux Plena clear- 
ing institution is to be established, 
through which the particinating 
eouniries could finance their im- 
vorts from each other without 
losing any hard currencies: the 
surplus countries among them 
would accept in pavment the cur- 
rencies of the deficit countries 
When the holding of a currency 
exceeds the limit fixed in bilateral] 
Payments Agreements the survlus 
becomes convertible into gold or 
dollars. Thus. under the recently 
concluded Anglo-Belgian Pay- 
ments Agreement the limit has 
been fixed at £12.000,000 and its 
equivalent in Belgian franes. Ac- 
ceptance of the Benelux Plan 
would mean that, if Belgium, 
after repayment of the £15.000,- 
000 owed to Britain, should ac- 
cumulate either through exports 
to Britain or through sterling 
payment received from the clear- 
ing institution, more than £12,- 
000,000. Britain would be under 
obligation to convert the surplus. 
The difference between this ar- 
rangement and the existing state 
of affairs is that at present Brit- 
ain is only obliged to convert a 
sterling surplus arising through 
its import surplus from Belgium, 
while under the proposed plan she 
would also have to convert a 
sterling surplus arising from Bel- 
gian exports to any one of the 
14 other countries part -cipating 
in the Marshall Plan. 

The British Treasury is not pre- 
| pared to aecept this proposal, It 
‘is willing to participate in the 
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European Currency Convertibility 


By PAUL EINZIG 4 


the failure of European govern- | 


ments concerned with Marshall Plan to provide for inter-convert- | 
ibility of their currencies, points out Great Britain cannot afford to | 
sacrifice its gold to join a convertibility scheme with other nations 


\ 
' 
| 
1 


\| 


LONDON, ENG.—One of the many problems raised but no§ 
solved at the Paris Conference of the 16 European Governments con- 


itn ts, te 
Plan, on the understanding that 
the Bank of England must reserve 
the right to authorize the transfer 
of sterling from one country to 
another. Britain wants to partici- 
pate in the scheme, but instead 
of automatic convertibility she 
insists on what has come to bé 
called “administrative” converti< 
bility. The reason for this is that 
she wants to avoid being victim« 
ized once more, as she was before 
the convertibility of sterling was 
suspended, Several countries had 
misused that arrangement through 
the accumulation of sterling from 
third countries for the purpose of 
drawing on the British dollar re 
serve. Also it has been found that 
many foreign monetary author- 
ities could not ,be trusted with 
deciding in good faith when a 
sterling balance acquired from 
third countries is new and when 
it is old and therefore ineligible 


for conversion. 
The “Benelux” Plan could be 
easily abused by dollar-greedy 


governments. Belgium. which was 
the worst offender in this respect 
during the period of sterling con- 
vertibility, could resume the game 
of acquiring sterling from third 
countries in order to build up a 
convertible balance. Under the 
present arrangements it would be 
necessary for her to achieve a 
substantial export surplus in re- 
lation to Britain before beginning 
to convert. Under the proposed 
scheme her export surplus to any 
of the participating countries 
could enable her to secure a con- 
vertible balance. 

The British Treasury is willing 
to assist in the adoption and oper-= 
ation of the scheme, in so far as 
this is possible without exposing 
its gold reserve to become de- 
pleted through the pooling otf 
sterling surpluses in the hands ot 
one or two countries. Whenever 
authorization for the transfer of 
sterling from one country to an- 
other is sought for the purpose of 
facilitating inter-European trade 
the Bank of England is likely to 
grant it. But authorization § is 
meant to be refused whenever 
there are indications that a coun- 
try is trying to build up a con 
vertible surplus. 

The Treasury feels it has to 
reserve its gold for essential 
British import requirements, and 
cannot afford to sacrifice any for 
the sake of the convertibility 
scheme, It is true, this time ster- 
ling would not be the only cur- 
rency which would be convertible. 
In practice, however, there would 
be very little advantage for Brit~ 
ain in the theoretical convertibil- 
ity of 15 other currencies if most 
of the countries concerned have 
no gold reserves to meet their 
liabilities if called upon to do so, 
It is easy for France or Italy ta 
favor the scheme, which from 
their point of view means “heads 
I win, tails I can’t lose.” But Brit- 
ain. with no interim aid in pros- 
pect, is not prepared to participate 
in any arrangement that might 
denrive her of her much-needed 


gold. 


D. G. Luce Is V.-P. 
Of J. G. White & Go. Inc, 


J. G. White & Company, Incor- 
porated, 37 Wall Street, New York 
City, investment bankers, an- 
nounce that Dudley G. Luce has 
been elected a Vice-President of 
the corporation. Mr. Luce was 
formerly associated with White, 
Weld & Co. 
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From Washington 


: By CARLISLE BARGERON 





of the News 

















Apparently the old Horatio Alger success story whereby the 


ambitious and bright young man 


saved the boss’ daughter from a 


runaway horse, no longer prevails in our greatest of “democracies.” 
Through two world wars we have grown up and have “assumed our 


leadership in world affairs.” 


That being the case our go-ge 


that prosaic 
business of 
rescuing the 
boss’ daugh- 
ter. Youve 
£0% te <&o 
something, for 
example, such 
as heading up 
a committee 
to save food 
for Europe. 
7 2S & Gest 
course, tar 
outreaches 
those common 











herders who Pe a 

e ero 
think they arlale Sarg 
have attained 


suecess when they have come to 


the leadership of their local or 
é€ven their national Rotary or 
Kiwanis Clubs. 

It is in Washington, perhaps, 


more than any other place in the 
country, that you see the intense 
struggle of competitive men for 
chairmanships of committees, of 
Presidential committees. When it 
comes to being appointed to a 
committee naturally being named 
to a Presidential committee is 
sbout as high as committee seek- 
ers can go. 

A beautiful and shapely girl’s 
ittainment is to be chosen Miss 
America. A beautiful and shapely 
business man’s attainment has ap- 
parently come to be the appoint- 
ment to a Presidential committee. 
In this vein Mr. Charles Luckman 
seems to be Mr. Atlantic City of 
1947. 

In behalf of Proctor and Gam- 
ble and other soap people, I am 
not prepared to say that Mr. 
Luckman came about this honor 
without duress. Every time one 
of us turns around here, in what 
is affectionately called the Na- 
tion’s Capitol, he runs into one of 
Mr. Luckman’s publicity men. The 
wags in the National Press Club 
have come to saying that every- 
one should use Luckman’s soap 
with a view to restoring Europe 
to its feet and thereby preventing 
Communism from enveloping tnat 
ceear and affectionate old world 
and further thereby preventing 
the Third World War and still 
further thereby preventing the 
dropping of the Atomic Bomb on 
us, on account of our having it, 
again thereby destroying civiliza- 
tion. And when the wags. say 
this, somebody will invariably say 
that Mr. Luckman doesn’t make 
soap. Then the question will come 
vp as to what Mr. Luckman really 
does make. 

Mr. Luckman, having so many 
publicity men around, one of 
them invariably will attempt to 
explain that, of course, Mr. Luck- 
ran doesn’t make soap himself, 
but being a boy wonder, he is an 
executive and he directs other 
people how to make soap, or at 
least maybe he is just in charge 
of their soap in this country, but 
being a man of unusual energies, 
he is not only prepared to handle 
this soap business, but also to tell 
us when and what to eat. 

The National Press Club, being 
an iconoclastic place, a wag will 
then say to the discomfiture of 
ene of the horde of Mr. Luck- 
man’s publicity men—and appar- 
enthy they serve around the clock, 
eight hours a day like 
men— the wag will say to him: 

“Aren’t any of the executives 
in the country running their busi- 
messes these days? Who is now 
running Lever Bros. in this coun- 
iry? Only a few weeks ago I read 


ito take 
| great remaining democracy of the 


' to 
|iust as Sanitary and the A. and P. 
' do. 

; man 
i you 





railroad | 


tters are having to go further than 
> 


in ‘Time’ that your boss had been 
suddeniy called to London and 
Lever Bros. had said we want you 
over Our business in the 


world on account of our wanting 
sell stuff in that democracy 


And I_read that Mr. 
said to these people, ‘Why 
don’t even know me,’ and 
they said, ‘Yes, we do. We have 
a dossier on you.’ And then they 
insisted, so I read, that he take 
the job at $300,000 or something 
like that, a year.” 

“Well now.” continues the Na- 
tiona! Press Club wag to the pub- 
‘icity man, “is this a big gag or 
isn’t it? And whatever it is, what 
co you think our farmers are go- 
ing to think? 

“They are the original produc- 
ers. They raise corn and oats and 
wheat and pigs and cows. This 
used to be a very simple thing. I 
egree that it isn’t so simple now. 
They can’t just raise those things. 
They've got to have farm hands, 
fertilizer; they’ve got to have 
Government agents to help them. 

“There was a fellow who used 
to write in the ‘Saturday Evening 
Post’ a few years ago, a fellow 
ramed Garret Garrett, who used 
to make the point, or try to, that 
the farmer owed a lot to industry 
because although he was the orig- 
inal producer, it was the indus- 
trialist who made something out 
of his product. 

“F suppose that men like Gar- 
ret Garrett came to convince the 
farmer on the need of executives. 
But your man, Mr. Luckman, is 
undoing all this good work. 

“When the farmer hears about 


Luck- 


what a genuis Mr. Luckman is 
end how he gets such a good job 
with Lever Bros. on account of 


Fis being such a good executive 
and then ke hears that Mr. Luck- 
having gotten that job, is 
now down in Washiigton telling 
people not about soap or Lever 
Bros.. but about when and what 
they should eat; when the farmer 
hears this, he great 
racket, baby, and I intend to be in 
cn it with my $3 wheat.’ ”’ 
at 


a Ferrell Joins Staff 
Of A. G. Becker & Co. 


(Syecial to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.— Duane Fer- 
rell has become associated with 
A. G. Becker & Co., 120 South 
La Salle Street, members of the 
New York and Chicago Stock 
Exchanges. Mr. Ferrell for the 
past 15 years has been with the 
City National Bank & Trust Co. 


man, 


says, ‘It’s a 


‘and our help, 
| to 





Free Enterprise Threatened by Vulnerable Europe 


By HON, RAYMOND E. BALDWIN* 


U. S. Senator from Connecticut 


Republican Senator, reviewing his recent survey of conditions in Eastern States, asserts that “today 
high prices are more than an annoyance,” and situation is too complex for simple remedy. Denies profits 
are cause of high prices and sees danger in attacks o: profit system. Opposes return to price controls, but 
doubts success of voluntary rationing. Wants foreign aid more carefully extended and not merely 


“export of dollars.” 


The private enterprise system, which has made us a nation of wealth and power is, to- 
day, in peril. It is threatened from abroad by the spread of foreign ideologies. It is threat- 
ened at home by an inflation which, its enemies claim, demonstrates its inherent weakness. 


Our 
are 
and 


people 
worried 
desper- 
ately anxious 
about a high 
cost of living 
that threatens 
the security of 
their homes. 
The still free 
i a.tib@n's 
of the world, 
depending on 
our economic 
stability, 





preserve 
their freedom Raymond E.: Baldwin 
and to rega:n 


their economic stability, can see in 
our domestic problem only a men- 
acing future. 

Could the cause of Communism 
or the cause of Fascism be better 
served than by an inflation here 
leading to the withdrawal of our 
economic support from a vulner- 
able Europe. 


Public opinion polls—and our 
own observations—have made it 
clear that the cost of living is 


America’s, first domestic concern. 
If we need any other proof we 
need only observe that high prices 
have become the leading political 
issue. One of the tragedies of the 
problem is that it does lend itself, 
inevitably, to volitical sbuse. Tt 
is tog late to place the blame. It 
is time to enact the cure. 

Food is usually a prosaic sub- 
iect—more of a daily considera- 
tion to our wives than to us. AIl- 
most without exception, all living 
costs are ominously high, but 
todav, it is the cost of food that 
has become the spearhead of this 
threat. It is no exaggeration to 
say that a sharp reduction in the 
cost of meat and bread and milk 
may turn out to be the price we 
must pay for the survival of our 
free institutions. 

In reviewing the seriousness of 
our critical predicament, let’s re- 
call qa few facts. The high cost 
of food is requiring our people to 
empty, each week, a larger part 
of their nay on to their dining 
room tables. That means the 
American family has less money 
for clothes, refrigerators, emer- 
gencies, standing obligations—for 
all goods and services. The price 
of food in America today is so 


thigh that thousands of our citi- 


zens are on the verge of not being 
able to adequately feed their fam- 
ilies. Food has accounted for 
two-thirds of the total increased 
cost of living for the average 
American family in the last year. 

There are millions of people in 
the world today who are danger- 





*An address by Senator Bald- 
win at the ‘Financial World” 
Annual Report Award Banquet, 
New York City, Oct, 10, 1947. 
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ously close to actual starvation. 
Many of them are being kept 
alive by exports from America. 
Now, let us assume 
price of food goes even higher- 


must. 
buying a suit, a radio, or a life 
insurance policy, but can not post- 
pone tomorrow’s dinner, 


of purchasing power for 
product other than food. 


every 
If 


we will then soon have less pro- 
duction and less employment. 
Purchasing power will be further 
reduced and we will start, again, 
the old and familiar circle lead- 


business failures—and also lead- 
ing to the end of our support of 
other free nations. 


Two Erroneous Conclusions 
The fear of that cycle is already 
reluctantly urging our people to- 


for severe government action— 
that can not have anything hut 
the most unhealthy effect 071 our 
free enterprise system; second, 
they already foresee the possible 
suspension of our program for in- 
ternational reconstruction. In the 
weakened condition of many other 


such a withdrawal of American 


political aggression on the part of 


succumbed to a dictatorship by 
force, it is virtually 
within any reasonable time, for 
that people to regain any form of 
free society. 

Within a short period, then, we 
might be facing this state of af- 
fairs: Abroad, half a world dom- 
inated by an ideology foreign and 
dangerous to us. At home, an 
economic collapse 
our efforts to preserve free enter- 
prise and democracy in our re- 
public, 

Living today in a period of high 
employment and _ comparative 
prosperity, it is difficult to be- 
lieve these hazards could be 
ahead. To illustrate the fact that 
we must either join in the de- 
fense of our freedom today, 
awaken tomorrow without 
let’s review the present economic 


condition here and abroad. The 


or 


our modern world: of small dis- 
tances and sudden aggressions 





ing to depression, unemployment, | 


ward two conclusions: First, they | 


ave alr eg ake pleas | : ; 
have already begun to make pleas | worker earning $50 or $60 a week, 


Communism. We know from past | 
experience that once a nation has) 


| 
| ship to the other, 
that the | 
-| been 
as some have rashly suggested it! towns in the eastern part of the 
Because we can postpone | United States with a subcommit- 


0 | this 
the first | 


result will clearly be a heavy loss | 





that we can not long consider one 
without considering its relation- 


For the past four weeks, I have 
visiting many cities and 


tee of the Congress, investigating 
high cost of living. I can 
assure you that today high prices 


are more than an annoyance. 
|Savings are disappearing, Our 
people are spending more than 


we | 


can not buy back our production, | they earn. 


Savings are being frit- 
iered away, not on a higher stand- 
ard of living, but on necessities. 
Sales are dropping in many in- 
stances. You will find that the 


|stenographers and the minor ex- 


| liceman, 


ecutives in your offices; the po- 
the teachers. the retired 
pensioners in your cities, are suf-~ 


‘fering from drastic cuts in their 
| purchasing 
'received by union members have 


power. Even wages 


not been able to keep up with 
spiraling prices. Home budgets 
will demonstrate that even a 


after careful food planning, has 
nothing left to spend for clothing 
or medical care for his childen, 
for savings, or for other items that 
must have ae market. Those 
people are worried. They see no 


| security. They see no hope. They 


nations, it is quite obvious that) 


el yuld expose them to open ; ; 
help wou pose Pp . | repercussions — seemingly 


‘lated. to food production or con- 


impossible, | 


| fear the future. 

This high cost of food is caused 
by factors—and, in turn, causes 
unre- 


sumption. A shoe manufacturer 
in New Fngland made it clear te 
us that the almost doubled price 
of his shoes resulted largely from 
the increased cost of food. Not 
all the causes for the ever- 


|inereasing cost of food are to be 


jeopardizing | 


them, 


two are so closely tied together in| 
slow reconversion, or government 


found in the wheatfields. 

During these weeks we have 
heard a great variety of reasons 
given for the high prices of con- 
sumer goods. One point is clear. 
Fveryone agrees that prices are 
far too high, but nobody will ad- 
mit that he has had anything to 
do with it. 

Of course, there are those people 
who believe the cause is a simple 
one that can be fixed by one easy 
adjustment. Some feel sure that 


the sole reason for our present 


‘high prices is the fact that we are 


sending relief abroad, Others say 
the sole reason is too high wages, 
or too high profits, or low produc- 
the lack of controls, or 


tion, or 


(Continued on page 20) 
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A “Bear Market’’ 


in Investment Issues? 


We have gotten so used to low money rates, and low yields on 
government bonds and high-grade investment securities, that it is 
difficult for some people to envisage a readjustment to normal levels. 
But the level of interest rates in the past decade must certainly be 


considered abnormal es measured 


by historical records, and par- 


ticularly as compared with the history of World War I and the 1920's 


In 1920-21, despite 
that the Federal Reserve Sys- 
tem had been in existence for 
some years, interest rates on 120 
long-term corporate bonds aver- 


aged about 714%; the yield on 
partially tax-exempt Treasuries 
rose to 54%, and municipals 


yielded 5% or more. These yields 
were probabiy the highest since 
1903. Around the end of 1921 a 
25-year bull market in bonds got 
under way, interruvted only tem- 
porarily by the 1932 depression 
(when corporate yields. briefly 
touched 8% and municipals 542%). 
During the 1930’s rising tax rates 
and lack of confidence in common 
stocks as long-term investments 


diverted more and more funds 
from stocks to bonds, and the 
trend was accentuated by the 
wartime controls over money 


rates and the further rise in sur- 


taxes on personal incomes. By 
early 1946 yields on corporate 
issues had dropped to around 
the 2.65% level, Municipals and 
partially tax-exempt Treasuries 


dropped to about 1.35%. This ap- 
pears to have marked the top of 
the bull market in bonds. 

The municipal market has had 
an earlier and more drastic cor- 
rection than the corporate bond 
market. The average yield of 20 
20-year mun.:-cipals advanced from 
about 1.40% in April, 1946 to 
1.90% early this year, dropped to 
the 1.80% level, and then showed 
an irregular trend until recently, 
when the index suddenly rose 
to 1.95% as municipal dealers 





found themselves loaded with new 
issues. The present floating sup- 
ply is estimated by Dow Jones at 
around $145 million, and more 
than a billion of new issues are 
expected to be authorized on 
Election Day. 

In the corporate bond market 
there has been cons-derable ir- 
regularity in the reception of new 
offerings since June. The “Big 
Five” insurance companies now 
seem to be setting the pace, and 
if an important new offering is 
not priced to meet their fancy the 
issue just doesn’t “jell.” The lat- 
est casualty was the $75 million 


Pacific Gas & Electric issue of 





mertgage bonds. The coupon rate 
was raised from 24 to 2%% and 


the fac.©——— 


the bonds were offered at par. 
The yield thus exceeded the av- 
erage return on seasoned AA is- 
sues by some 20 decimal points, 
which should have proved ample 
under normal conditions. But the 
institutions, which are now pretty 
well invested for the first time 
in many years, refused to buy 
more than a small portion of the 
issue, After the syndicate had hast- 
ily disbanded the price dropped 
142 points to yield about 2.94%. 

Government bonds have of 
course been affected in less de- 
gree. The Government wisely re- 
sumed long-term financing with 
an issue of non-marketable 2442s 
It is understood that subscriptions 
amounted to more than a billion 
dollars, and diversion of institu- 
tional funds to this issue doubt- 
less has accounted in part for 
recent lack of demand for corpo- 
rate offerings. 

While there may be some mod- 
est improvement in bond market 
conditions over the next few 
weeks, it is obvious that demand 
and supply has again become the 
ruling factor in the corporate 
bond market. So long as there was 
very little “new money” financ ng 
by the corporations (more partic- 
ularly the utilities) the corporate 
market became closely tied to the 
government market, since the in- 
stitutions wanted to maintain some 


semblance of diversification in 
their portfol:os. But now with 
government debt declining, and 


municipal and corporate debt rap- 
idly increasing, the latter issues 
must be made increasingly attrac- 
tive to obtain purchasers. With 
cash buying-power substantially 
reduced, this means that investors 
may have to sell some govern- 
ments or seasoned corporate is- 
sues to obtain funds. Thus the 
new issue market will gradually 
exert leverage on the seasoned is- 
sues, dragging them down too. 


Some observers appear to con- 
sider recent conditions as only 
a temporary irregularity. We hear 
arguments that the rise in short- 
term money rates was merely a 
minor readjustment; that govern- 
ment agencies were sellers of gov- 
ernments earlier this year; and 
that the Federal Reserve remains 





Trading Markets in Common Stocks 
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Buckeye Steel Castings 
Crowell-Collier Publishing Co. 


Liberty Products Corp. 
Rockwell Manufacturing Co. 
U. S. Potash Co. 





PAINE, WEBBER, JACKSON & CURTIS 


Established 1879 


|a strong buffer against any real 
| decline in governments. This may 
‘all be true, but it should be borne 
in mind that the Government has 
'no machinery for directly support- 
‘ing the corporate bond market. 
For a long time this market has 
been abnormally high as com- 
pared with governments, as a 
glance at the prewar bond market 
chart readily indicates. This is 
particularly true of medium-grade 
and second-grade issues. Contin- 
ued outpouring of the new-money 
issues required to f:nance the huge 
utility, industrial and municipal 
construction programs will mean 
a further rise in the yields on 
new issues, particularly second- 
grades. The readjustment has 
been particularly rapid in the case 
of preferred stocks; some new is- 
sues bear coupon rates at least 
50 decimal points higher than if 
they had been issued a year ago. 





Siodenass Vice-President 


Admiral Giles C. Stedman has 
been appointed Vice-President of 
the United States Lines and will 























Adm. G. C. Stedman 


be in charge of all Pacific opera- 


He will 
in San 


tions of the company. 
make his headquarters 
Francisco. 


Inv. Cos. Ass’n Makes 





























a 
——- 





~~ 
(ee 











Commonwealth Gas Common 


Portland General Electric Com. 
When Distributed 


Southwest Gas Producing Common 


GILBERT J. POSTLEY & Co. 
29 BROADWAY, NEW YORK 6, N. Y. 
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New Appointments 


The National Association of In- 
vestment Companies announces 
the appointment of Dorsey Rich- 
ardson, Vice-President and direc- 
tor of The Lehman Corporation, 
as Chairman of its Administrative 
Committee. and Merrill Griswold, 
Chairman of Massachusetts Inves- 
tors Trust, and Cyril J. C. Quinn, 
Vice-President and director of 
Tri-Continental Corporation, as 
members of its Administrative 
Committee; also the election of 
the following additional members 
of the Executive Committee; Ed- 
ward B. Conway, director of 
Chemical Fund, Inc.; Wm. Tudor 
Gardiner, Chairman of Incorpo- 
rated Investors; Edward C. John- 
son, 2nd, President of Fidelity 
Fund, Inc.; Walter L. Morgan, 
President of Wellington Fund, 
Inc.; and J. F. Schoellkopf, Jr., 
President of Niagara Share Cor- 
poration. 


Whitney Trustee of 
Mass. Investors Trust 


George K. Whitney has been 
appointed a trustee of the Massa- 
chusetts Investors Trust to suc- 
ceed Charles F. Rowley who has 
retired upon reaching the age of 
65. The appointment will take 














effect. following the ratification 
|by shareholders to whom ballots 
are now being mailed for return 
not later than Nov. 7. Mr. Whit- 
/ney is a director of the Massachu- 
| setts Investors Fund, Inc. 


F, G. Hayes With 
‘Merrill Lynch in Phila. 


PHILADELPHIA, PA.—Merrill 
l-ynch, Pierce, Fenner & Beane 
announces that Francis G. Hayes 
has become associated with them 
| in charge of the trading depart- 
| ment of their Philadelphia office, 








' Commercial Trust Building. 




















Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 














Amott-Baker Realty Bond Price 
Averages — Bulletin—Amott, Ba- 
ker & Co., Inc., 150 Broadway, 
New York 7, N. Y. 





Growth Stocks— Analysis of 
nine selected issues — Baker, 
Weeks & Harden, 1 Wall Street, 
New York 5, N. Y. 

Kentucky Industrial Develop- 
ment — Reprint of speech by 
Thomas Graham before the Sixth 
District Bar Association Meeting 
at Lexington, Ky.—Bankers Bond 
Co., Inc., Kentucky Home Life 
Building, Louisville 2, Ky. 

Low-Priced Speculations—Dis- 
cussion of Sunray Oil and Catalin 
Corp. which are considered prom- 
ising by Edward A. Purcell & Co., 
50 Broadway, New York 4, N. Y. 





New York City Bank Stocks— 
Circular on earnings comparison 
for third quarter of 1947 on 19 
New York City Bank Stocks— 
Laird, Bissell & Meeds, 120 Broad- 
way, New York 5, N. Y. 

Stock Market Developments— 
Memorandum in the ‘Fortnightly 
Financial & Economic Review”’— 
H. Hentz & Co., 60 Beaver Street, 
New York 4, N. Y. 

What Keeps Business Going?— 
Study of the security markets in 
the current issue of “The Invest- 
ors’ Almanac’’—Estabrook & Co., 
40 Wall Street, New York 5, N. x. 


entmene Co.—Cir- 
1 Wall 


American 
cular—A, M. Kidder & Co., 
Street, New York 5, N. Y. 

Also available is a memoran- 
dum on the Alleghany Corp. 

Buda—Special Report—Ward & 
Co., 120 Broadway, New York 5, 
N. Y. 

Also available are special re- 
ports or bulletins on Portsmouth 
Steel, The Upson Company and 
U. S. Air Conditioning. 





Central Public Utility Corp.— 
Detailed Study and Outlook— 
Brailsford & Co., 208 South La 
Salle Street, Chicago 4, II. 





Childs Company Preferred— 
Opinion and outlook—Joseph Far- 
oll & Co., 29 Broadway, New York 
6, N. Y. 





Colorado Milling & Elevator 
Co. — Data — Buckley Brothers, 
1420 Walnut Street, Philadelphia 
2, Pa. 

Also available is information 
on Portsmouth Steel and Beryl- 
lium Corporation. 





Denver & Rio Grande Western 
R. R.—Study—Vilas & Hickey, 49 
Wall Street, New York 5, N. Y. 

Also available is a leaflet on 
the Railroad Developments of the 
Week. 





Erie & Pittsburgh — Discussion 
of possibilities—in the current is- 
sue of “Railroad and Other Quo- 


tations”—B. W. Pizzini & Co., Inc., 
25 Broad Street, New York 4, 
i: A 


Also in the same issue are notes 
on Harris-Seybold Co. and How- 
ell Electric Motor Co. 





Graham-Paige Motors—Memo- 
randum—Strauss Bros., Inc., 32 
Broadway, New York 4, N.Y. 

Also available are brief memo- 
randa on Oxford Paper and Sei- 
berling Rubber. 

Graham-Paige Motors Corp.— 
Analysis—Seligman, Lubetkin & 
Co., 41 Broad Street, New York 4, 








New York. 
Also available are analyses of 


Osgood Company “B,” Tennessee 
Products & Chemical and Fashion 
Park. 





Hanson-Van Winkle-Munning 
Co.—Analysis and supplement— 


Maxwell, Marshall & Co., 647 
South Spring Street, Los Angeles 
14, Calif. 





Liquidometer Corp.—Analysis— 
Troster, Currie & Summers, 74 
Trinity Place, New York 6, N. Y. 





Long Bell Lumber Company— 
Detailed analysis available for in- 
terested dealers—Comstock & Co., 
231 South La Salle Street, Chi- 
cago 4, Ill. 





McCord Corp. — Analvsis and 
opinion—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 

Also available is a memoran- 
dum on New Haven convertible 
income 4!“s of 2022. 





North American Refractories— 
Circular—J. W. Gould & Co., 120 
Broadway, New York 5, N. Y. 

Pantepec Oil Company of Ven- 
ezuela—Study—Hayden, Stone & 
Co., 25 Broad Street, New York 4, 
m, us 








Shatterproof Glass Corp.—Bul- 
letin—Peter Barken, 32 Broad- 
way, New York 4, N. Y. 





Sterling Motor Truck Co.— 
Analysis—Adams & Co., 105 West 
Adams Street, Chicago 3, Ill. 





— Memorandum— 
Inc.. 63 Wall 
:, 


Time, Ince. 
Bond & Goodwin, 
Street, New York 5, N. 





United Fruit Co.—Analysis and 
opinion—E. F. Hutton & Co., 61 
Broadway, New York 6. N.Y. 





United Illuminating Company— 
Analysis—Chas. W. Scranton & 
Co., 209 Church Street, New 
Haven, Conn. 





U. S. Glass Co.—Analysis avail- 
able to brokers and dealers— 
Greene & Co., 37 Wall Street, New 
York 5, N. Y. 


Utica & Mohawk Cotton Mills, 
Inc. — Circular — Mohawk Valley 
Investing Co., Inc., 238 Genesee 
Street, Utica 2, N. Y. 








COMING 
EVENTS 


In Investment Field 








Nov. 30-Dec. 5, 1947 (Hollywood, 
Fla.) 
Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 


With Slayton & Ca 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Mau- 
rice F. Sheldon has joined the 
staff of Slayton & Co., Inc., 3277 
Wilshire Boulevard. 


——-- — 

E. F. Hutton Co. Adds 

(Special to THE FINANCIAL CHRONICLE) 

PASADENA, CALIF.—E. F. 
Hutton & Co., 10 North Garfield 
Avenue, have added W. Glenn 
McGann to their staff. 


Sterling With Corbrey 

Special to THE FINANCIAL CHRONICLE 
CHICAGO, ILL.—Alexander C. 
Sterling has become associated 
with Carter H. Corbrey & Co., 
135 South La Salle Street. He was 











previously with Joseph F. Dixon 
& Co. for many years. 
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Farm Income 


By ROGER W. BABSON 


Mr. Babson points out though farmers are making big profits, they 
are not bidding up land values and borrowing money as during 
World War !. Defends present farmers’ profits on ground when 
deflation comes, farmers will be worst sufferers. Urges reduction 


in food wastes. 


Yes. farmers are now making big profits. 
skyrocketed from $15 billion in 1945 to $18 billion last year. 
be over $20® 
billion this, that farms are double in value 
year notwith-| and farmers are having the best 
standing the/|of steaks, eggs, milk and vege- 
corn|tables “free,” you wish you then 


The farmers’ net income 
It will 





poor ’ 
crop. This|had teken my advice! 

compare # But if you then did not do this, 
with a _ pre-| it is better now to wait until the 


Now is the 
money with 


war income of | next slump comes. 
$12 billion or| time to store up 





less. | which to buy a farm later. Keep 

|in mind the business cycle, which 

Farmers has always operated since the 

Learned A | qays of Pharaoh in Egypt when 
Lesson 


Joseph was in charge of their 


But farmers | OPA. 


are not bid-| 
ding up land| 
values and 
borrowing money as they did dur- 
ing World War I. Instead, they are 
using their profits to pay off mort- 
gages, improve the farms and 
buildings and build up bank ac- 
counts. Farmers’ bank deposits 
and Government bond purchases 
last year are said to have been 
about $20 million. Moreover, in- 
stallation of electricity, telephones 
and bathrooms has increased 100% 





Inflation and Deflation 


It is true that farmers profit 
|from inflation because their costs 
|are pretty much fixed. Although 
‘they need to pay more for help 
and machinery during good times 
vet if the farm is paid for, their 
chief interest is in the rain, sun 
and weather which treats every- 
one alike at all times. Hence, any 
increase in the price of farm 
products during inflation is largely 


Roger Babson 


since World War I. profit. 

This makes farming one of the; ‘When, however, deflation 
“over $100 billion” industries| comes, the farmer suffers most 
when the land, livestock, ma-| because he can do very little to 


chinery. crops and other invest-| lower his costs. As unemployment 
ments are considered. This pros-| hits the cities, the workers there 
perity is most evident when one/have less to spend upon meat; 
travels through the country—as I| then the price of livestock quickly 
have the past three weeks—and | falls; less grain is fed to cattle, 
sees how well the houses are|hogs, chickens, etc., and this also 
painted: the fine automobiles be-| knocks down the price of corn, 
ing driven and the farmers’ abil-| hogs and everything else. The 
ity to send their boys and girls to; farmers then “hold the bag.” 
college. 

Should Prices Be Criticized? ; 

“ ‘ In the meantime, the only solu- 

Farmers are entitled to every tion is for all of us to re-examine 
cent they are making today. The) guy puying and living habits to 
farmers’ profits should be judged | cae where we can reduce waste. 
by an annual average over a busi-| acnecially in the case of food. 
ness cycle of 20 years. When their | Those who have been consuming 


sc one See Se Sar carelessly should set an example 
arming is Wie pao ! *"| for a wiser use of our scarce re- 


try = the world. se — Ss sources and goods during this pe- 
years the farmer — apr esd riod, when many people find it 
for a dolla than any other Class | increasingly difficult to purchase 
cf people. For city people to com- what they really need. 


plain about present “high” food 
Frank X. Duffy With 


prices is a crime. This especially 
applies to white-collar and union 

Holley, Dayton & Gernon 
(Special to THE FINANCIAL CHRONICLE) 


labor which works only 40 hours 
a week in air-cooled plants in 
summer, and well-heated rooms 
in winter. all with modern light- CHICAGO, ILL. Frank X. 
ing and conveniences. Duffy has become associated with 
Food prices are high today com-| Holley, Dayton, & Gernon, 105 
South La Salle Street, members 
of the Chicago Stock Exchange. 
Mr. Duffy was previously with 


pared with prewar prices, al- 
though not as high as wages; but 

Brailsforad & Co. and First Se- 
curities Co. 


| Conclusion 





again I say they should be judged 
by their 20-year average. They 
will soon enough be low again. 


With Keenan & Clarey, Inc. 


(Special to THe FINANCIAL CHRONICLE) 


Inflation vs. Deflation 
Regular readers of my column 
know how I urged the purchase 





of a farm in the 1930's. I told 
you almost every month that a MINNEAPOLIS, MINN.—James 
small farm is the best hedge R. Faricy has been added to the 


staff of Keenan & Clarey, Inc., 
National Building. 


against inflation, along with re- 
ligion, health and children. Now 
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No Recession Impending 


By ALFRED P. SLOAN, JR.* 


Chairman of the Board, General Motors Corp. 


Leading industrial executive, in surveying outlook in auto and other capital goods industries, sees 
climbing prices as possible impediment to continuing increasing consumer demands, but holds national 
income distribution in lower brackets will be large enough to absorb large output. Says dollar short- 
age has good side in curbing excessive exports, and advocates creating “European Reconstruction 
Authority” to handle European recovery. 


In view of the fact that we don’t get together very often 
you—I hope it will be—for me to take just five 
of today—not the ‘“‘Train of Tomorrow’’—as w 


, it might be interesting to 


or six minutes to comment on the picture 
e see it through the eyes of General Motors 





Corporat iv n¢ 
in its various 
operations 
throug hout 
the world. 

In the first 
place, we 
have been 
very much 
disappoint e d 
at what we 
have accom- 
plished this 
year in terms 
of productiv- 
ity. We have 
only been 
running so 
far this year 
something like 60 or 65% of our 
capacity. 

As a matter of fact, a couple of 
years before the war closed—in 
anticipating, of course, that wars 
always come to a finish sooner or 
later—I advocated with the cor- 
poration quite an important post- 
war program. In final analysis, 
the program we undertook at 
that time, as far as our expend- 
iture was concerned about the 
Ist of this July, involved an ag- 
gregate of $600 million. That is 
an awful lot of money for one or- 
ganization to put into its business. 
That program was not, except in 
a comparatively minor degree, an 
expansion program. It was more 
a réhabilitation program whereby 
we contemplated the moving up 
to a current state of technology 
of our various operations, giving 
better service to our people in 
one way or another in order that 
in the postwar era we could deai 
with whatever problems arose Ol 
the basis of maximum efficiency, 
hence reflecting the lowest cost ot 
operation and the lowest possible 
sales price in order to stimulate 
demand. That is, there would oe 
a tremendous demand for goods 
and services of every kind. I 
hoped, if industry as a whole 
would move up its capacity and 
really show courage in doing so 
and get ready for bigger and bet- 
ter things, that we might well 
raise the national income and 
sustain it at points which up to 
that time had been impossible. 

I think we have done a good 
deal in that general direction. I 
think out of it that philosophy 
can be identified. We have not 


Alfred P. Sloan, Jr. 





“From an address by Mr. Sloan 
at a General Motors Luncheon on 
occasion of the preview of the 
“Train of Tomorrow,’ New York 
City, Oct. 1, 1947. 


been able to go as far as we would 
like to have gone because, of 
course, we have had shortages on 
every turn. In our case perhaps 
the most important shortage is 
that of steel. That you know very 
well. There has been a definite 
ceiling on cur ability to produce 
and satisfy our customers. 

Of course, it is very discourag- 
ing and disappointing to any pro- 
ducer who is anxious at all times 
to do a bigger and better job, to 
have customers all over the coun- 
try writing in, not only placing 
orders but actually pleading for 
an automobile to be used in the 
necessary course of their business. 
It is encouraging in some ways, 
because it gives us a realization 
even if we need it—and I don’t 
know that we did need it—of the 
tremendous importance the auto- 
mobile has in modern-day life. 
We could not operate this country 
without the automobile. So we 
have been disappointed. 

By making that remark about 
the shortage of steel, I do not 
mean any criticism of our good 
friends in the steel industry, I am 
sure they have done the best they 
could, and I am sure their posi- 
tion as to the future is an entirely 
reasonable one. But anyway, it 
has been very disappointing to us 
for we have not been able to do 
a better job and a job that would 
satisfy our customers more ade- 
quately than we have been able 
to do. 

Auto Prices 


We are concerned in General 
Motors, too, about the high prices 
of our existing products. Our 
prices at the present time are 
about 60% above January, 1941, 
which is the period upon which 
we base our comparisons. How- 
ever, our inerease in prices is not 
entirely out of line with the gen- 
eral increase in the price level, 
particularly in our wage rates. 

It is interesting to make this 
observation. There were some 
tests made a while ago on quite 
a wide scale which showed that 
the Free Market or the Black 
Market—I don’t know what you 
call it—of automobiles was about 
50% in excess of our recom- 
mended price to our dealers. In 
other words, you could buy a car, 
if you wanted it, but you paid at 
least 50% more than the price. It 
goes to show, in other words, that 
not only governments but pro- 
ducers can create a Black Market 
when they offer their goods at 


less than what is needed in a free 
market when we have a great de- 
mand, a great amount of money, 
and shortages of production. 

Naturally, the question arises in 
our minds—and we have given a 
good deal of consideration to it in 
General Motors looking at the 
long-term position, when the 
shortages of the war have been 
liquidated and we get down to life 
by our day-to-day productivity— 
as to whether we will be able to 
move automobiles and trucks and 
other products on to the consumer 
at the existing price level. 

It is interesting to make this 
observation — at least it is very 





interesting to me —that our own 
economic service in General 
Motors, and also supported by 
very reliable economic services 
outside, has definitely come to the 
conclusion that notwithstanding 
the existing high prices of our 
particular products, giving con- 
sideration to the distribution of 
income along the pattern of 1946, 
in all probability several million 
new motor car customers poten- 
tially will come into the market 
due to the greater spread of in- 
come and the higher levels in the 
low-income bracket. 

That is interesting to watch, be- 
cause it is encouraging as to the 
possibilities of the future. 


The “Dollar Shortage” 


We hear a good deal, of course, 
about dollar shortages in various 
| countries throughout the world, 
jand the effect on exports, and 
hence domestic production at the 
moment. I think this dollar short- 
age divides itself into two parts, 
perhaps: one, countries in Europe 
more particularly which have 
been destroyed by the war, in 
which the needs are largely cen- 
tered around that, and then again, 
countries like those in South 
America where they also are short 
of dollars and, to some extent, are 
curtailing their purchases, which 
affects American production. 

So far as I am concerned, I 
think it is a healthy thing. Deal- 
ing with those countries which 
have not suffered destruction, the 
reason most of them are short of 
dollars is because they are living 
beyond their income. I do not 
think it is good business to en- 
courage more dollars into coun- 
tries that are unquestionably liv- 
ing beyond their income. The way 
to get more dollars in many of 








those countries is to have them 
(Continued on page 23) 
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Connecticut Brevities 


On September 30 the Town of Torrington awarded $159,000 


road bonds to R. F. Griggs & Co. who paid $150,675 for bonds carry- 
Twelve other bids were submitted. The | 
1, 1947 and maturing serially $10,000 each year 


ing a counon rate of 1.20%. 
issue, dated Oct. 


Oct. 1, 1948 to Oct. 1, 1962 inclusive, was re-sold privately. 


On Oct. 1, the New York 
Stock Exchange authorized for 
listing, 1,332,243 shares of New 
York, New Haven & Hartford 
Railroad $100 par Series A 5% 
convertible preferred; 2,406,095 
Shares of $100 par common; 
$95,703,700 ist and refunding 
mortgage bonds 4% Series A 
due July 1, 2007; and $87,881,- 
500 general mortgage income 
bonds convertible 412% Series 
A due July 1, 2022. 

For the eight months ended 
Aug. 31, total operating revenue 
for the road was $102,270,732 
against $97,961,538 for the cor- 
responding period in 1946. On 
the old capital basis, the net 
joss for the eight months was 
$861,166 and on the reorgan- 
ized basis, net loss was $553,854. 


Pitney-Bowes, Inc. has pur- 
chased the outstanding stock of 
Tickometer Co., manufacturers of 
counting and printing machines. 
The latter company, located in 
Cleveland, will be operated as a 
subsidiary. 


The American Thermos Bot- 
tle Co. has recently purchased 
the Norwich plant of the W. L. 
Maxon Corp., makers of electric 
products. 


The United Illuminating Com- 
pany for the eight months ended 
Aug. 31, reported total operating 
revenue of $11,322,254 against 
$10,235,150 for the corresponding 
period in 1946. Net income for 
the first eight months of this year 
was $2,209,869 or $1.77 a share 
against $2,175,901 or $1.75 a.share 
for the corresponding eight 
months of last yeer. 


Winchester Repeating Arms 
Company plans to erect a $75,- 


000 factory addition at New 
Haven. During the last 12 
months, more. sporting fire- 


arms were produced than any 
time in the compatiy’s 8l-year 
history. 


The Detroit Steel Corp. has 
Plans for construction of a cold 
rolled strip steel mill at New 
Haven. The plant will cost some 
$3,000,000 and is expected to be 
in operation about a year from 
now. 


McKesson & Robbins, Inc. of 
Fairfield reported sales of $342,- 
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272,742 for the year ended June 
30, 1947 against $338,046,788 for 
the preceding 12 months. Net 
profit for the 12 months’ period 
ended June 30, 1947 was, $9,- 
694,558 or earnings of $64.63 on 
the preferred against $8,586,157 
or $57.24 on the preferred for 
the corresponding period ended 
June 30, 1946. 





On Oct. 21; the Metropolitan | 
District of Hartford will receive | 
bids for $520,000 Emergency | 
Water Supply bonds to be dated 
Nov. 1, 1947 and to mature serial- 
ly $13,000 each year Nov. 1, 1948 
to 1987 inclusive. 

* sts ste 

Recent additions to the list of 
legal investments for Connecti- 
cut savings banks include Day- 
ton Power & Light Company 
first 254s due Oct. 1, 1975; De- 
troit Edison Company general 
and refunding Series I 2°,s due 
Sept. 1, 1982; Duquesne Light 
Company first mortgage 2°45 
due Aug. 1, 1977, and Pacific 
Telephone & Telegraph Com- 
pany debentures dated Oct. 1, 
1947 and due Oct. 1, 1987. 

Bonds of Sacramento, Calif- 
ornia and of Spokane, Washing- 
ton, have been removed from 
the list because their debt is 
now in excess of the limitation. 


The Town of North Haven will 
receive bids on Oct. 17 for $350,- 
000 School Building Bonds due 
$19,000 annually Nov. 1, 1949 to 


Laurence Johnson Now High Prices—Causes and Remedies 


By HON. JAMES P. KEM* 
U. S. Senator from Missouri 
Member, Congressional Committee on the Economic Rzport 


With Eiworthy & Co. 


(Special to THE FINANCIAL CHRONICLE) 


SAN FRANCISCO, CALIF. — 


prema tea R. Johnson has become 


associated with Elworthy & Co.., 























Laurence R. Johnson 


111 Sutter Street, Mr. Johnson 
was formerly with Davis, Skaggs 
& Co, in their analytical depart- 
ment, 

a 


Cluett, Peabody Pfd. 
Offered at $102 Per Sh. 


Goldman, Sachs & Co. and Leh- 
man Brothers on Oct. 10 headed 
a group of. underwriters that of- 
fered publicly 79,177 shares of 
Cluett, Peabody & Co., Inc. 4% 
cumulative convertible second 
preferred stock (par $100) at $10z 
per share and accrued dividends 
from Oct. 14, 1947. The otfered 
shares represent the unsold por- 
tion of $112,974 shares of 4% 
preferred offered by the company 
to common stockholders for sub- 
scription. The preferred is con- 
vertible into common stock, prior 





1956 inelusive, and $18,000 each 


year Nov. 1, 1957 to 1967 inclusive. | to Oct. 1, 


1957, at the rate of one 


Bidders are to name one rate of |Share of common for each $40 of 


interest in a multiple of 4s of 1% 
z: * % . 

For the 28 weeks ended July 
12, 1847, Billings & Spencer | 
showed operating ~—profit of | 
$156,565 against a deficit of | 
$538,560 fer the corresponding | 
period in 1946. Net income was | 
$72,285, or 39¢ a share against | 
a corresponding figure of $465,- 
440 or 25¢ a share last year after 
a tax credit. 

At the end of the 28 weeks’ 
period. current assets totale 
$1,730,115; current liabilities, 
$226,501; leaving net werking 
capital of $1,503,614. 


Waltcr Baynard & Co. Is 


Fo:imed in St. Petersburg 

ST. PETERSBURG, FLA— 
Walter Baynard & Co. has been 
formed to take over the bond de- 
partment of Baynard Brothers 
Realty & Insurance Co. Officers 
of the new organization are Wal- 
ter L, Baynard, President; A. C. 
Randall, Vice-President: and C. 
C. Pollard, Secretary-Treasurer. 
Walter Baynard & Co. may be 
reached at P. O. Box 339, Station | 
A., St. Petersburg. ; 


King Merritt Co. Adds 

(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF. — 
Austin L. Adams, Jr. has become 
affiliated with King Merritt & 
Co., Inc., Chamber of Commerce 
Building. 
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| par value. The redemption price 
|of the 4% second preferred stock 
initially w.ll be $106 per share 
and accrued dividends. 

ME I 


Pacific Gas Bonds 
Placed on Market 


The new issue of $75,000,000 o' 
first mortgage 273% bonds of Pa- 
cific Gas & Electric Co. was placer 
on the market at par Oct. 8, fol- 


low_ng effectivenes; of reg stra- 
tion, by the banking syndicate 
headed by Blyth & Co., Inc. 


which bought the bonds at com- 
petitive sale on Oct. 7 at a price 
of 99.55. Other bids rece-ved fo: 
the same interest rate were 99.0! 
and 98.717. 

Due to a poor reception for the 
issue the underwriters terminated 


| the price maintenance agreements 


The proceeds from the sale of 
the bonds w.ll be used to pay 
off a bank loan and to help fi- 
nance company’s expans.on pro- 
gram. 


John C. Stewart With 
John Douglas & Go. 


(Svecial to: THE FINANe@IAL CHRONICLE) 


OMAHA, NEB.—John C. Stew- 
art -has become associated with 
John Douglas & Co., Inc., Insur- 
ance Building. Mr. Stewart .was 
previously Omaha Manager for 
Cruttenden & Co. Prior to serv ng 
in the armed forces he was sin 





|charge of the Lincoln. Neb. office 
|of Harris, Upham & Co. 


United Illuminating Company | 


An operating utility company with no funded debt or pre- 
ferred stock. Dividends paid without interruption since 1900. 


Edw. E. Smith Forming 
Own Investmeni Firm 


Fdward E. Smith is forming 
E. E. Smith Co. with offices at 
52 Wall Sireet, New York City, 
to engage in the securities busi- 
ness. Mr. Smith was previously 





a partner in W. T. Bonn & Co.} 
Retail 


Prior thereto he conducted ‘his 
own investment business.in New 
SOrk City. 





Asserting rising prices dominate economic horizon, Senator Kem 
lays causes to: (1) New Deal inflationary policies; (2) deficit 
financing and other unsound fiscal policies; (3) high cost of gov- 
ernment; (4) rapid succession of wage increases; and (5) heavy 


expor:s and foreign relief. 


Suggests as remedies: (1) no more 


debasement of currency; (2) pay-as-you-go policy; (3) end of 
reckless governmental spending; and (4) a more realistic foreign 


relief program. 


High prices, that seem to be going higher, are the outstanding 


facts on the economic horizon. 
double 
prewar price. 
The same food 
that. cost $1 
seven years 
ago now costs 
$2. 

Steak  se'ls 
at $1 a pound, 
or even above, 
ion some 
places. Butter 
at nearly $1 
a pound, sells 
fast, even 
when marga- 
rine is offered 
at an average 
of 40 cents a 
pound. Eggs are in urgent de- 
mand at $1 a dozen at some points. 
A bushel of wheat, formerly $1, 
now brings nearly $3. 

These prices’. exist 
abundant production of food in 
this country. Corn didn’t do weli 
this year, but a record wheat 
harvest is in the bin. Livestock is 
coming to market in near-record 
volume for this time of year. 
Supplies of most dairy products 
are ample. 

The prices of other commodities 
have also risen over the prewar 





James P. Kem 
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The price of food at this time is 
the © 





(a) Monetary Policies of the 
Government: President Roosevelt 
began it in 1933. He flatly and 
proudly proclaimed his intention 
“to raise prices.” In his “fireside 
chat” delivered on Oct. 20, 1933, 
he told the nation that that was 
his purpose. “If we cannot do this 
one way, we will do it another. 
Do it, we will,” he said. The pur- 
pose and intent of his program 
was to raise the commodity price 
level by 50%. 

The first thing President Roose- 
velt did to accomplish this aim 
was to set up a gold-buying pro- 
gram at varying prices fixed by 
the Treasury. The important point 
is that Mr. Roosevelt and Mr. 
Morgenthau determined the price 
at their own discretion. Accord- 
ing to Mr. Morgenthau’s diary, on 


despite ,one occasion they decided to raise: 


the price of gold 21 cents because 
they thought 21 was a lucky num- 


ber. “It’s a lucky number,” the 
President remarked, ‘because it 
|is three times seven.” The aim 


| 


price, though not as much as food. | 


For example,‘shelter hes increas2d 


about 9%, clothing about 73%, 
and medical care about 69%. An 
item that cuts deeply into the 


household budget is Federal t2xes, 
which on en income of $3,900 have 
increased over 1,000% for a family 
with two children. When 
and the pr_ces of food take such a 
large share of the income, there is 
less left with which to purchasse 
eny items that have not i..creased 
in price. 

The social effects of these high 
food prices may not be over- 
looked. Although food, in many 
localities, is readily purchasable 
at these prices, there are mans 


taxes | 


persons who, because of ccst, dc | 


not obtain the quantity and qual- 
ity of food needed. 

Every business man knows the 
economic importance of these sky- 
rocketing prices. It would be ¢ 
hardened politician indeed, with 
is ear far from the ground, whc 


would deny their political signif- | 


icance. The country, of course, is 
alarmed. The prodizious rise in 


the cost of living is a tragic mat- | 


ter. People are confused. They 
resort to all sorts 
meet it, such as buyers’ strikes 
picket lines, and resolutions which 
blackguard American 
and industry as profit gougers. 


The Causes of Today’s High 
Prices 

Today’s high prices are the di- 
rect result of policies pursued for 
a number of years past by the 
executive and legislative branches 
of ‘the government. Some of these 
policies have ~been abandoned. 
Others are being pursued down to 
this very day and hour. I hope 
no one here will think I am en- 
gaging in political polemics if I 
undertake to examine the eco- 
nomie results of some of them. 


“An address by Senator James 
P. Kem at a meeting sponsored 


of etforts to! 


business | 


by National Retail Dry Goods As-| 


sociation, Illinois Federation of 
Associations, and Chicago 


Merchants’ Association, 


| Ill., Oct: 1, 1947. 


was to depreciate the gold value 
of the dollar by offering highe: 


and higher prices for newly- 
mired gold. This policy is often 
credited to Mr. Warren, a pro- 
fessor at Cornell, and a White 


House adviser. It really stemmed 
from J, Maynard Keynes, the 
British economist, whose unortho- 
dox theories were followed so 
often and so completely by the 
White House. 

In 1924, Keynes promulgated : 
pregram for the Bank of England 
His theory was that the price of 
gold influenced the _ internal 
prices, and that if the country 
wanted to maintain a stable price- 
level at a prover figure, it should 
change the price of gold whenever: 
it was deemed necessary. His pro- 
posal was that the Bank of Eng- 
land post the price of gold every 
Thursday. The Bank of England 
cjccteu che pian, but Mr. Roose- 
velt and Mr. Morgenthau took its 
essence. Their experience with it 
was anything but successful. Some 
Drices went up; many went down. 
No general rise was’ brought 
about; no stability was achieved. 

On June 5, 1933, Congress de- 
clared clauses in bonds and con- 
tracts requiring payment in gold 
invalid. 

And then, on Jan. 31, 1934, Presi- 
dent Roosevelt, under authority of 
an “emergency law,” devalued the 
gold dollar by 41%. It new is ap- 
parent that we have not yet felt 
the full effect of this injection of 
the virus of inflation. It may be 
with us for 100 years. 

“History,” said Polybius, “is the 
best training for public affairs.” 
It may be helpful to look back- 
ward for a few minutes at man- 
kind’s experience in tampering 
with the basic coinage. Happy is 
the nation that has no history. in 
this respect. Under the Roman 
Empire, in the earlier periods 
when the government was sound 
at the core, there was little or no 
deliberate debasement of the coin- 
age. In the later years of the 
Roman Empire, when the govern- 
ment was either corrupt or unin- 
telligent, debasement was fre- 
quently practiced. 

In the Middle Ages, some of the 
kings and pretty princes learned 
the hard way that honesty in re- 


Chieago, spect to the coinage was the best 


(Continued on page 28) 
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Michigan 


Brevities 


An underwriting syndicate headed by Blair & Co., Inc., and 


Hardy & Co., both of New York 
others, Baker, Simonds & Co., of 
DeYoung. Larson & Toinga, and K 


City, and which included among 


Taussig a Director 
Garfield J. Taussig, President 
of Taussig, Day & Company, Inc., 
investment dealers of St. Louis, 


Detroit, and Bradbury-Ames Co., | 


ing & Co., all of Grand Rapids, on | 


Sept. 25 publicly offered 175,000 shares of $5 par value 60-cent cumu- 


lative convertible class A stock a1 
common stock of Gum Products, * 
Inc. in units of one share of each 
at $11.50 per unit, plus dividends 
on the class A stock from Sept. 
15, 1947. An additional 98,500 
shares of common stock “will be 
offered to officers and employees 
of Gum Products, Inc., and others, 
at $1.50 per share. The net pro- 
ceeds will be used as follows: 
$60,500 to redeem the outstanding 
$55,000 of 5% preferred stock at 
110%: $1,650,000 to urchase all of 
the capital stock of its subsidiary, 
H. & H. Candy Corp., which will 
acquire certain assets of Hawley 
& Hoops, a partnership, and cer- 
tain real estate from the partners 
of Hawiey & Hoops; and $87,550 
to repay in part advances made 
iby officers of Gum Products, Inc. 


On Sept. 25, Kuhn, Loeb & 
4o, and Union Securities Corp., 
both of New York City, publicly 
offered an issue of $25,000,000 
‘Consumers Power Co. first 
mortgage bonds, 2°.% series 
due 1977, at 102 and interest. 
The issue was oversubscribed. 

The utility company has made 
and proposes to make capital 
expenditures for property addi- 
tions from Jan. 1, 1947 to Dec. 
31, 1949, in an amount estimated 
to exceed $100,000,000, and the 
net proceeds from the above- 
mentioned offering will be used 
to pay, in part, for certain proj- 


ects which arée either under 
construction or in contempla- 
tion. 


M. A. Manley & Co. and Watkins 
«& Fordon, Inc., both of Detroit, 
-on Oct. 7, participated, together 
with others, in a public offering 
at par ($25 per share) and divi- 
-dends, of 40,000 shares of 5% 
«cumulative convertible preferred 
-stock of La Plant-Choate Mfg. Co., 
inc. 


The S5 par common stock of 
Cc. M. Hall Lamp Co. will be 
split up on the basis of three 
shares for two by the distribu- 
tion on or about Oct. 30 of one 
additional share of common 
stock fer each twe shares of 
record at the close of business 
on Oct. 10, 1947. The Detroit 
Stock Exchange has approved 
the listing of the 89,617'4 shares 
of common stock, bringing the 
total listed to 268,851°*, shares. 


The Detroit Stock Exchange re- 


1947 after operating on a five- 
week during the summer 
months. Trading hours now are 
from 10 a.m. to 3:15 p.m. week- 


4, 


The Detroit Stock Exchange 
in September, 1947 totaled 260,- 
442 shares having a market value 
This compares 
with the August, 1947 volume of 
198.124 shares valued at $2,282,- 


The directors of the South- 
western Bell Telephone Co. on 


1d 175,000 shares of $1 par value 
Sept. 26 declared a dividend of 
$1.25 per share for the third 
quarter, which was $1 less than 
the $2.25 paid in each of the 
first two quarters of this year. 
The company has paid a divi- 
dend of $2.25 per share each 
quarter since 1936 except twice 
when 32 was paid. 

Earnings per share dropped 
from $2.42 in the first quarter 
to 71 cents in the second quar- 
ter, during which the six-week 
telephone strike occurred. Earn- 
ings on a partially estimated 
basis are expected to be about 
$1.25 for the third quarter, the 
first full quarter at the higher 
wage rates made effective last 
May. The drop in earnings, ac- 
cording to Victor E. Cooley, 
President of the company, is 
due to substantial increases in 
costs in practically all aspects 
of operations. 


The Michigan Steel Tube Prod- 
ucts Co. has declared a dividend 
of 15 cents per share on the $2.50 
par value common stock, payable 
Oct, 20 to holders of record Oct. 
10. This brings the total for the 
year 1947 to 40 cents per share, 
as against 25 cents paid in 1946. 


The steckholders of Gerity- 
Michigan Die Casting Coe. on 
Sept. 23 approved a proposal to 
change the name of the com- 
pany to Gerity-Michigan Corp. 

On the same date, the direc- 
tors declared a regular quar- 
terly dividend of 20 cents per 
share, payable Oct. 15 to stock- 
holders of record Sept. 30. This 
is at the same rate as paid on 
July 15, and compares with 15 
cents on April 15 and an initial 
of 10 cents paid on Jan. 15. 


The Detroit Stock Exchange on 
Sept. 26 approved for listing an 
additional 191,354 shares of Cun- 
ningham Drug Stores, Inc. $2.50 
par value common stock. It is ex- 
pected that the additional shares 
can be admitted to trading on 
Oct. 25. Stockholders were re- 
cently advised of the company’s 
intention to issue them one addi- 
tional share for each share held. 


Sales of the Monroe Auto 
Equipment Co. for the fiscal 
year ended June 30, 1947, 
amounted to $15,599,929, more 
than five times the $3,077,527 
tctal for the best prewar year 
ended June 30, 1941. The vol- 
ume for the 1947 year was 
58.8% in-excess of the total 
sales for the previous year. 

Net earnings for the June 30, 
1947 year amounted to $621,361, 
or $1.37 per common share, 
after provision for Federal in- 
come taxes, and _ substantial 
charge-offs for obsclete equip- 
ment. For the preceding year, 
the company reported a _ loss 
of $30,037. 

Current assets at the close of 
last year totaled $3,692,181, as 
against current liabilities of $2,- 
162,990. 
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Largest earnings in Com- 
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Garfield J. Taussig 


Missouri, was elected a director 
of the Merchants Distilling Cor- 
poration at the _ stockholders’ 
| meeting, which was held on Tues- 
day, October 7. 


———— 


Halsey Stuart Offer 
Nickel Plate Issue 


Halsey, Stuart & Co. Ine. and 
assoc.ates were awarded Oct. 14 
$3,600,000 New York, Chicago & 
St. Louis RR, Third Equipment 
Trust of 1947, 148% Serial Equip- 
ment Trust Certificates, maturing 
$380,000 annually Novy. 1, 1948 to 
1957, inclusive. The certificates, 
issued under the Philadelphia 
plan, were immediately re-offered, 


subject to Interstate Commerce 
Commission authorization. at 
prices to yield from 1.25% to 
2.20%, according to maturity. 


Proceeds of the issue will be 
used to provide for not exceeding 
80% of the cost, estimated at 
$4,777,353, of new standard-gauge 
railroad equipment consisting of 
eleven 2,000 h.p. diesel electric 
passenger locomotives and _ 600 
5J-ton all-steel box cars. 


Associated with Halsey, Stuart 
& Co. Inc. in the offering are 
A. G. Becker & Co., Inc.; R. W. 


Pressprich & Co.; Freeman & Co.: 
Gregory & Son, Inc.: The Mil- 
waukee Co.; William Blair & Co.:: 
Julien Collins & Co.; Mullaney, 
Ross & Co.; The First Cleveland 
Corv.: Martin, Burns & Corbett, 
Inc.; Mason, Moran & Co.: Alfred 
O’Gara & Co.; 
& Co., Inc. 


a 


Wocd, Struthers Ope 
New Boston Office 


BOSTON, MASS .—Wood, 
Struthers & Co. announce that 
Henry S. Middendorf has become 
associated with them. He will be 
in charge of the firm’s newly 
opened office, 19 Congress Street. 
Mr. Middendorf was’ formerly 
Manager of the insurance securi- 
ties department of Paine, Webber. 
' Jackson & Curtis. 


Tsaussig, Day & Company, Inc. 
with others, in a public offering at 
of 14,900 shares of 6% convertible 
cules Steel Products Corp., which i 
facture and sale of products for u 
dump truck bodies and hydraulic 
the manufacture of metallic burial 
vaults. The net proceeds, together 
with funds received from a new 
$1,100,000 bank loan, will be used 
(a) to pay a $650,000 existing bank 
loan; and (b) the remainder to- 
ward payment of the purchase 
price of the capital stock of the 
Star Manufacturing Co. of St.: 
Louis, which manufactures and | 
sells a line of commercial popcorn 
machines, and also a line of gas 
or electrically operated commer- 
cial cooking and food serving ap- 
pliances. 


The Rice-O'Neill Shoe Co. of 
St. Louis on Sept. 29 filed a 
letter of notification with the 
Securities and Exchange Com- 
mission for 10,200 shares of no 
par value common stock to be 
offered at $15 per share. The 
proceeds are to be added to 
stated capital. The issue will 
not be underwritten. 


On Oct. 2, Barret, Fitch & Co., 
Inc. of Kansas City publicly of- 
fered an issue of 5,854 shares of 
$1 par value common stock of 
Whitaker Cable Corp. at $9 per 
share, the proceeds thereof being 
added to working capital to be 
used for general corporate pur- 
poses. The issue was over-sub- 
scribed. 

The Whitaker Company’s plants 
are located in North Kansas City 
and St. Joseph, Mo., and Phila- 
delphia. Its manufacturing oper- 
ations consist for the most part 
of fabrication and assembly proc- 
esses. 


An underwriting syndicate 
headed by Lee Higginson Cor- 





Missouri Brevities 


on Sept. 19 participated, together 
par ($20 per share) and dividends 
preferred stock, series B, of Her- 
s engaged primarily in the manu- 
se with motor trucks, principally 
hoists, and to a lesser degree in 


West lith St., Kansas City, up 
to 12 o’clock noon (CST), Oct. 
16 for $1,760,000 of its equip- 
ment trust certificates, series H, 
to be dated Nov. 1, 1947. They 
will be payable in 20 semi-an- 
nual instalments of $88,000 each 
on May 1 and Nov. 1, in each 
year from May 1, 1948 to Nev. 
1, 1957, both inclusive. 


Garfield J. Taussig, President 
of Taussig, Day & Company, Inc., 
investment dealers of St. Louis, 
was on Oct. 7 elected a director 
of the Merchants Distilling Corp. 


Donald V. Fraser, President 
of the Missouri-Kansas-Texas 
RR., has announced that M. R. 
Cring, Director of Publicity and 
A‘lvertising of the road since 
Jan. 1, 1945, has been named 
Assistant to the President in 
charge of public relations. 

The newly created Depart- 
ment of Public Relations will 
continue to direct the railread’s 
publicity and advertising ané 
publish the Katy Employes’ 
Magazine. 


Surshine’ Biscuits, Inc. has 
transferred its general executive 
offices from Kansas City to New 
York City. : 


Edison Brothers Stores, Ine. 
reports that Sept. sales were 
$6,597,436, an increase of 22.49% 
above the same month last year, 
and for the nine months ended 
Sept. 30, 1947 they were $50,- 
756,244, a gain of 6.83% over 





poration and P. W. Brooks & 
Co. Inc. of New York City, and 
including, ameng others, Demp- 
sey-Tegeler & Co. of St. Louis, 
en Oct. 6 offered publicly 1,750,- 
000 5% sinking fund deben- 
tures due Sept. 1, 1967 of Stand- 
ard-Thomson Corp. at 100 and 
interest. The net proceeds are 








and F., §S. Yantis | 











to be used to pay off certain 
loans and to augment working 
capital, 


A group of investment bankers, 
headed by Paul H. Davis & Co. of 
Chicago, and including, among 
others, Newhard, Cook & Co. of 
St. Louis, on Oct. 7 offered pub- 
licly an issue of 40,000 shares 5% 
cumulative convertible preferred 
stock of La Plant-Choate Mfg. Co., 
Inc. at par ($25 per share) and 
dividends. The net proceeds will 
be used to reduce current bank 
loajs and the balance added to 
working capital. 


The Kansas City Southern Rv. 
has issued invitations for bids to 
be received at its office, 114 





Chicago & Southern Air 
Cleveland Cliffs lren 


El Paso Electric 


Landreth 


Sell Teletype 
SL 456 










MARKETS 


Berkshire Fine Spinning New Com. 


Ely & Walker Dry Goods Co. 


Hearst Publications Pfd. 
LaPlant-Choate Mfg. 
Rockwell Mfg. 
Southwestern Public Service 
Southwest Gas Producers 
Southwest Natural Gas 


SCHERCK, RICHTER COMPANY 


St. Louis 2, Mo. 





Lines 


Building 


Garfield 0225 


the corresponding period in 
1946. 


Western Auto Supply Co. an- 
nounced that its sales in Septem- 
ber amounted to $10,949,000, an 
increase of 26.9% over September. 
1946, and for the first nine month: 
of this year $86,643,000, or 16.3%. 
in excess of those for the same 
period in 1946. 





Burnet & Co. to Admit 
Walter G. Fricke on Nov. 1 wilt 


be admitted 


to partnership ir 
W. E. Burnet & Co., 11 Walt 
Street, New York City, member: 


of the New York Stock Exchange 
| | 
| MICHIGAN 
CHEMICAL 




















Peltason, Tenenbaum Co. 
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This Week — Bank Stocks 


The peak of bank deposits and earning assets was reached soon 


after the termination of the war and was registered in the state-| 
ments of conditicn of New York City banks on Dec. 31, 1945. 


A 


down trend set in after that, subsequent quarterly statements show- 
ing sharp declines in deposits, holdings of Government securities, 


loans and discounts, end total earning assets. 


However, the decline 


in loans and discounts was mainly in the categories of brokers’ loans, 
etc., for commercial loans rose substantially and rather steadily. 
It is significant, however, that the low point of the decline 
appears to have been reached during the first quarter of 1947, for 
second and third quarter statements show moderate increases over 


first quarter totals. 


The following table shows aggregate figures | 


for a group of 15 leading New York City banks; the last column 
shows commercial loans reported by New York Federal Reserve 


member banks for the rearest dates corresponding to the quarterly 


dates. 
($000,000 omitted) 
Loans & U.S.G. Tot. Farnings Commercial 

Date Denovits Discounts Securities Assets Loans 
(High) 12-31-45 28,163 6,878 16,003 24,362 2,830 
(Low) 3-31-47 22,602 6,157 11,484 15,019 4,233 

6-30-47 22,845 6,136 11,457 19,046 4,193 

9-30-47 22,962 6,468 11,322 19,276 4,675 


The most striking item in the 
table is the large increase in com- 
mercial loans reported by the 
member banks of the New York 
district, although there is very 
little change in total loans and 
discounts of the 15 banks. Of 
equal significance, though not 
shown in the table, is the fact 
that, despite the decline in hold- 
ings of total Government securi- 
ties, holdings of Government 
bonds have risen (as reported by 
member banks), from $9,413,000,- 
000 on Jan. 2, 1946 to $10,504,000,- 
000 on Oct. 1, 1947. These longer 
term, higher yield instruments, 
constituted 58.9% of total Govern- 
ment securities at the earlier date 
and 87.6% at the latter date. 

Since the 15 banks cited are all 
members of the Federal Reserve, 
New York District, it is safe to as- 
sume that changes in the member 
bank total figures is representa- 
tive of what has also been taking 
place in the former group. 

It is clear that the managements 
of the banks, in the face of declin- 


ing deposits and earning assets, 
have been busy improving the 
earning quality of their assets. 
This effort has been necessary for 
other reasons, also, including the 
substantial advances in payroll 
costs and the higher’ general 
operating experses which charac- 
terize an inflationary period. Ac- 
companying this effort has been a 
moderate increase of short term 


interest rates, as discussed in this | 


column on Sept. 4. 
In view of all this, it is not sur- 


quarterly earnings, though lower 
than in 1946, are steadying and in 
a few instances show a slight ad- 
vance in the third quarter of 1947 
over the second quarter. The fol- 
lowing table shows indicated 
earnings of 15 banks for the third 
and second quarters of this year, 


of 1946. 


er’s Trust and National City show 
higher indicated earnings in the 
1947 third quarter, than in both 


third quarter of 1946. Bank of 
Manhattan, New York Trust and 
Public National show moderate 
improvement over the _ second 
quarter. Chemical’s indicated 
earnings in the second quarter 








were distorted by a transfer from 
reserves to surplus. 

Book values, compared with 
year ago, are up 2.7% on average. 
Above average gains are regis- 
tered by Central Hanover, Chem- 
ical, Corn, Manufacturers, Na- 
tional City and Public. Chemical’s 
gain is affected by the aforemen- 
tioned transfer from reserves. 

As this column has frequently 
pointed out, lack of uniformity in 
bank reporting is one of the bug- 
bears of the bank stock analyst. 
The quarterly earning figures 
tabulated above are “indicated,” 


pa) 
Cc 





EARNINGS COMPARISON 
3rd Quarter 1947 | 


19 New York City 
Bank Stocks 


Circular on Request 


Laird, Bissell & Meeds | 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 37-2500 
Bell Teletype—-NY 1-1248-49 
(L. A. Gibbs. Manager Trading Dept.) | 











NEW JERSEY 
SECURITIES 


J. S. Rippel & Co. 


Established 1891 
18 Clinton St., Newark 2, N. | 
MArket 3-3430 
N. Y, Phone—REctor 2-4383 
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#0 Post Office Square 


HUBearv 0650 
BS-297 


CHICAGO 4 
231 S. LaSalle Street 


FRANKLIN 7535 
CG-105 
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Provide.we Ri ternrise THAR 





GEYER & CO. 


INCORPORATED 


NEW YORK 5: 67 Wall Street 
WHITEHALL 3-0782 NY 1-2875 


PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO, 
CLEVELAND, PHILADELPHIA, LOS ANGELES, SAN FRANCISCO 
TELEPHONES TU. Hartiord, Enterprise 6011 


LOS ANGELES 14 SAN FRANCISCO 4 
412 West Sixth Street Russ Building 


MICHIGAN 2837 SUrrer 6567 
LA-1086 SF-573 «4 


Portland, Enterprise 7008 
Detroit, Enterprise 6066 


prising to find that the banks’ | 


compared with the third quarter | 


lt will be observed that Bank- | 


the second quarter of 1947 and the | 


and are arrived at by calculating | 





rterly 


1°47 


Indicated Qua 

—_——_— —Earnings— - 
1945 1947 
3rd 2nd 
$ $ 
Bank of Manhattan 0.58 0.46 
Bank of New York 6.06 5.50 
Bankers’ Trust 0.64 0.61 
Centra] Hanover 1.50 1.50 
Chase National 0.76 0.84 
Chemical 0.78 41.71 
Corn Exchange - 1.37 1.25 
| First National 23.50 22.21 
| }Guaranty 5.40 4.14 
Irving Trust be 0.33 0.29 
Manufacturers Trust 1.34 1.14 
“National City 0.69 0.76 
New York Trust 1.87 1.63 
Public 1.35 1.03 
U. S. Trust 9.77 9.02 


“Includes C. B. F. T. 
in 1946; 1,000,000 in 1947. 
the change in surplus and undi- 
vided profits between the two 
statement dates and adding divi- 
dends. A few banks, however. 
report net operating earnings and 
net security profits for interim 


- 1846—3 Months 


Net Net Sec. 
Operating Profits 
Barkers Trust 2.16 0.24 
Chase National 2.9 0.40 
*Guaranty 14.32 1.48 
Irving Trust 1.05 
National Citv 2.25 0.62 
New York Trust 5.60 1.50 
Includes C. B. F. T. +1946 earnings 
shares. Includes $0.52 recoveries. 


It is interesting to note that Na- 
tional City’s nine months net 
| onerating earnings are 4.5% 

greater than in the like period of 


¢Includes transfer from reserves to surplus. 


Book Value 
3rd 9-30-46 9-30-47 Increase 
$ $ $ “1 
0.48 31.25 32.06 2.6 
5.32 444.20 453.88 + 2.2 
0.69 48.57 49.64 + 2.2 
1.50 114.13 119.70 +49 
0.61 42.18 43.03 2.2 
0.66 41.24 43.12 4.6 
3.25 55.55 57.70 + 3.9 
17.59 1,352.75 1,357.99 + 0.4 
3.92 355.15 359.05 + 1.1 
0.29 22.60 22.94 + 1.5 
1.10 57.03 59.31 + 4.0 
0.77 46.22 47.86 + 3.5 
1.70 103.98 106.65 + 2.6 
1.06 51.24 53.64 + 4.7 
§.31 769.64 770.45 + 0.1 
Average 2.0% 
$900,000 shares | 


| periods. Occasionally these will 
agree with the “indicated” earn- 
ings. The following table shows 
|some “reported” earnings for the 
nine months of 1947 compared 


with the similar period in 1946. 
-- 1947—-9 Months = 
Total Net Net Sec. Total 
Net Operating Profits Net 
2.40 1.93 0.09 2.02 
2.40 1.81 0.04 1.85 
15.80 11.62 2.04 13.66 
1.06 0.93 0.93 
2.87 2.35 0.49 2.84 
7.10 4.87 0.52 5.39 
adjusied to present capital of 1,000,000 
1946. Net security profits are 


lower for all banks (except Guar- 
antv) as would logically be ex- 
pected. 





Promises 


Foreign Aid, says hearings will 


be not wasted. 


Congressman 


Careful Study of U.S. 
Aid Abroad 


Rep. Herter, Vice-Chairman of Congressional Select Committee on 


begin on Nov. 5 and says it is 


imperative that aid be sifted so that resources of American people 


Cnristian A. Herter (Rep.-Mass.) who is Vice- 


Chairman of the Congressional Select Committee on Foreign Aid, 


appointed by 
the last ses- 
sion of Con- 
gress on Oct. 9, 
shortly after 
his return 
from a tour of 
Western Eu- 
rope, issued 
the following 
statement: 
“During the 
past six weeks 
the Select 
' Committee on 
Foreign Aid 
has been mak- 
ing an inten- 
sive study of 
‘conditions in the United Kingdom 
and Western Europe. Through the 
medium of our sub-committees 
and staff, we have amassed a great 
volume of information regarding 
the 18 countries visited, and se- 
-ured certain definite impressions. 
Ii is now necessary to sift and 
evaluate the data which we have 
‘obtained and to make an 
iory oi vital food and other com- 
modities in the United States and 
elsewhere which might be avail- 
able for export. 
“Congressional legislative com- 
will apparently begin 





Christian A. Herter 


inittees 





Royal Bank of Scotland 


Incorporated by Royal Charter 1727 ‘ 


HEAD OFFICE—Edinburgh 
Branches throughout Scotland 


LONDON OFFICES: 


3 Bishopsgate, E. C. 2 
8 West Smithfield, E. C. 1 
49 Charing Cross, S.W. 1 
Burlington Gardens, W. 1 
64 New Bond Street, W. I 





TOTAL ASSETS | 
£115,681,681 | 








Associated Banks: 
Williams Deacon’s Bank, Ltd. 


inven- | 





Glyn Mills. & Co. 





Fearings on a limited interim aid 
program Nov. 10th. Our commit- 
*iee will meet in Washington on 
Nov. 5th. We shall be prepared 
to make a report with respect to 
such a program shortly thereafter. 
We are hopeful that we shall also 
be able to present at that time 
detailed recommendations 
respect to the manner in which 
we believe any program of pos- 
sible further aid which Congress 
might approve should be admin- 
istered. We stress this point be- 
cause we are convinced that the 
proper administration of any aid 
given is imperative in order that 
the American people can be as- 
sured that their resources are not 
wasted and that whatever may be 
done shall be utilized to the best 
edvantage in securing our only 
objective, namely the recreation 
of an orderly, stable and free so- 
ciety able to maintain institutions 
of its own choice and able in the 
shortest possible time to carry on 
without further assistance from 
us. 

“There are naturally many steps 
| which the countries of Europe can 
| take to help themselves. These 

countries are conscious of what 
these steps must be. Some are 
now considering positive and im- 








What they decide and do 
have a direct bearing on our final 
report. We are convinced that no 
program of American aid can 
echieve the objectives desired un- 





NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, E. C. 


Branches in India, Burma, Ceylon, Kenya 
Colony and Aden and Zanzibar 


Subscribed Capital____£4,000,000 
Paid-Up Capital £2,000,000 
| Reserve Fund__~~--~- £2,300,000 
The Bank conducts every description of 
banking and exchange business 
Trusteeships and Executorships 
also undertaken 





with | 


mediate action along these lines. | 
will | 











|less each country sets its own 
'house in order to the maximum 
| Of its ability, and cooperates with 
|its neighbors in such a way as to 
| Obtain for all the fullest use of 
|existing or potential resources. 
“Our task, while not easy at 
best, was made more difticult by 
‘wo widely held misconceptions 
in Europe. First, that continuing 
exports on a large scale from the 
| Unitea States are essential at this 
| time to keep the American econ- 
/omy from collapse and second, 
| that the Marshall proposals in ef- 
|fect constituted a commitment on 
ithe part of the United States. 
| Furthermore, there seemed to be 
| little realization on the part of the 


| people, as distinguished perhaps 
from responsible government of- 
'ficials, that the United States was 
‘limited in the amount of food or 
| fuel which it could make avail- 
‘able for export. These miscon- 
ceptions undoubtedly contributed 
| to a degree of unwarranted opti- 
'mism and in some com- 
placency with respect to the real 
difficulties lying ahead. 

| “Throughout our travels we 
'have been accorded every cour- 
tesy, both by the officials and 
private citizens of foreign coun- 
tries and by our own diplomatic 
and military officials. We return 
with full consciousness of the 
numerous problems with which 
the governments and people of 
Western Europe have to cope, a 
great number of which dollars in 
themselves cannot solve. Our 
mandate was to try to determine 
in what way the United States 
could best be of assistance with- 
out impairing its own domestic 
economy and we are carrying on 
cur studies in the spirit of that 
mandate.” 


cases 


a 


| 


Texas Pwr. & Lt. Bonds 
Placed at 100.99 


Halsey, Stuart & Co. Inc. heads 
an underwriting group that is of- 
fering publicly today $8,000,000 
Texas Power & Light Co. first 
| mortgage bonds, 3% series, due 
|Oct. 1, 1977, at 100.99% and ac- 
|crued interest. The group won the 
| award of the bonds at competitive 
| sale Oct. 14 on a bid of 100.63. 
| Net proceeds, together with the 
/necessary cash from the com- 
| pany’s general funds, will be used 
'to finance the company’s con- 
struction program for the year 
| 1947 and a portion of the year 
1948, entailing expenditures of 
approximately $10,490,000, and for 
other corporate purposes. 

The new bonds will be redeem- 
able at prices scaled from 103.99% 
to par and at special redemption 
| prices ranging from 101% to par. 

Following consummation of the 
sale of the new bonds the com- 
pany’s outstanding capitalization 
will comprise $39,500,000 _ first 
mortgage bonds: $2,000.000 in 2% 

10-year serial notes, due 1945 to 
1955; 68,786 shares of $6 preferred 
stock; 65,000 shares of 7% pre- 
|ferred stock; and 2,500,000 shares 
of common stock. 

The company is a public utility 
| company operating wholly within 
‘the State of Texas and is engaged 

in the generation, purchase, trans- 
|mission and distribution of elec- 
| tricity. 

| Gross income of the company 
| for the 12 months ended July 31, 
| 1947, amounted to $4,849,776 com- 
| pared with $4,954,324 for the full 
‘year of 1946. 
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NEW ORLEANS SECURITY TRADERS ASSOCIATION 
At a meeting of the New Orleans Security Traders’ Associatiun, 
on Oct. 7, the following new officers were elected: 





i 


Jackson A. Hawley Macrery 





B. Wheeler 





George H. Nusloch 


President—Jackson A. Hawley, Equitable Securities Corporation. 
Vice-President—Macrery B. Wheeler, Wheeler & Woolfolk, Inc. 
Secretary-Treasurer—George H. Nusloch, Nusloch, Baudean & 


Smith. 


Delegates—Joseph P. Minetree, Steiner, Rouse & Co., and Wil- 


liam Perry 


Brown, Newman, Brown & Co. 


Alternates—R. J. Glas, Glas & Co., and H. Wilson Arnold, Weil 


& Arnold. 


SECURITIES TRADERS ASSOCIATION OF DETROIT AND 


MICHIGAN, INC. 


The Securities Traders Association of Detroit and Michigan, Inc., 
has elected the following new officers: 





Clarence 


President: 


A. Horn Reginald MacArthur 





Charles Bechtei 


H. Terry Snowday 


Clarence A. Horn, First of Michigan Corporation. 


Vice-President: Reginald MacArthur, Miller, Kenower & Co. 


Secretary: 


Charies Bechtel, Watling, Lerchen & Co. 


Treasurer:, H. Terry Snowday, E. H. Rollins & Sons. 
In addition to the officers, Harold R. Chapel, McDonald-Moore & 
Co.; George Eider, Mercier, McDowell & Dolphyn, and Charles Exley, 


Chas. A. 


Advises Securilies Dealers on Pennsylvania’s 
Community Properly Law 


Sanford D. Beecher tells Philadelphia Securities Association until 
law is clarified by court decisions it is advisable that complete 
records be kept of ail secur:ties transactions. 


Beceuse of the far-reaching, and at present uncertain, effects of | 
Pennsvivania’s Communitv Pronerty Law which became effective 
Sept. 1. securities men in that® sane 
State were advised to keep com- cof Pennsylvania early in Novem- 
plete records of all securities ber, that court having taken orig- 
transactions of clients. This ad- ina] jurisdiction in a case involv- 
vice was given by Sanford D.' ing a life insurance policy. 


Beecher. attorney, speaker at the| 


first of the fall and winter lunch- 
eons of the Philadelphia Securi- 
ties Association. The luncheon, 
which was held at the University 
Club, was presided over by Wil- 
liam B. Ingersoll, President of the 
Association. 

Until the provisions of the law 
“re clarified by court decisions 
there will remain great uncer- 
tainty as to the full extent of their 
application. Mr. Beecher stated. 
He described the new statute as.a 
“very basic law” although many 
rave thought of it as simply a tax 
law. If permitted to stand it will 
establish a kind of property own- 
ership by husband and wife en- 


tirely new in Pennsylvania, he 
statecl. 
The first test of the new law 


will be before the Supreme Court 





Parcells & Co.. are members of the Board of Directors. 


—— 





Principal feature of the new 
law that must be understood. Mr. 
Beecher said, is the conception of 
management or control as distin- 


guished from ownership. “We 
must become accustomed to the 


fact that as between husband and 
wife it is immaterial that prop- 
erty stands in the name of one or 
the other. The legal title has to 
do with control. It has nothing | 
to do with ownership. Ownership 
is determined by the source of the 
funds used to acquire the asset.” 


| | 
| 








Hugo Neuhaus Dead 

Hugo V. Neuhaus, head of Neu- 
haus & Co. of Houston, Texés, | 
died at his home at the age of 65. | 
Mr. Neuhaus had been in the in-| 
vestment- wusiness' in Houston! 
since 1907. 


_ Trade Union Leadership and Our 


By 





the war. Weare 
jespite the ; 
scoffing of 
2veryone who 
»pposed him. 
Yet there are 
-hose in high 
Josition in the 
ndustrial life ‘ 
of our Nation 
Nho look for- 
ward to a de- 
pT.es SiO Kh. 
some of them 
are inspired 
by fear. Some 
of them are 
inspired by 
ae nope thai 
wv ereating a 
slight depression they may lessen 
the labor market and get men and 
women to work for wages they set 
rather than for wages which have 
been arrived at by free collective 
bargaining. The President of the 
National Organization of Pur- 
chasing Agents a few weeks ago 
said that a little depression would 
be a good thing for the American 
people. Some people are in the 
whispering stage in their propa- 
ganda that a depression may soon 
recur. Both groups know not what 
they do. In the first place no one 
knows when they start a depres- 
sion the limits within which it 
may be contained. The leaders of 
,American life who talk about and 
‘even think about a desirable small 
| depression are stupid in their 
i thinking and blind in their con- 
|cept of the future of America. No 
| economy which is permitted to 
‘remain static, or which is manip- 


L. B. Schwellenbach 











“From an address of Secretary 
Schwellenbach before the Con- 
vention of the American Federa- 
tion of Labor, San Francisco, Cal., 
Oct. 6, 1947. 


We are in a peculiar stage in our national economy. 
We have a national income of double that which we had in the peacetime years prior to 
employing the 60 million people, to whom President Roosevelt referred, 








Economic Problems 


HON. LEWIS B. SCHWELLENBACH* 
Secretary of Labor 


Administration’s labor spokesman, asserting most powerful force which can furnish leadership in 
solving economic problems must come from trade union movement, decries attacks on labor leaders. 
Denies organized labor is responsible for high living costs, and holds corporate profits and reserves 
are excessive. Stresses decline in wage earners savings. 


We are in a stag2 of prosperity. 





ulated into being contracted, ecan)is a tremendous responsibility 
continue to exist among the) which in turn gives to you a tre- 
worldwide pressures of today.|mendous opportunity. 
Our economy must expand. So} | now believe, and I always 
many people today are talking| have believed, in the dignity of 
about the desirability of getting| the individual man. He stands 
oack to the good old days of 1939. | erect: he has a soul and a spirit, 
[ was in the Senate at that time | and he looks forward to eternal 
and I read my mail. There were | jjfe. There is only one deficiency 
a lot of people who weren't very | from which the individual man 
happy then. |suffers. That is, that he alone has 
The economic problems today} not been provided with a voice 
are intricate and difficult of un- | sufficiently loud to make his plea 


derstanding. Everything that is|heard by very many _ people. 
done in one industry has an effect} Lacking in this, man has at- 
upon other industries. I was in-|tempted to make up for it by or- 
terested in reading protests made/ganizing or by joining with 


groups that have organized. We in 
America particularly have fol- 
lowed the path of organization. 
We have organized governments, 
national, State and local. We have 
organized churches of many de- 
nominations. We have organized 
associations of manufacturers and 
a confederation of local Chambers 
of Commerce. We have organized 
Rotary Clubs and many other 
civic organizations. I have named 
for the stylists to determine for| just a few of the many organiza- 
them the length of women’s fur!tions within our country. These 
coats. That is typical of the ex-| groups had a perfect right to or- 
tent to which our economy today | ganize. They consist of groups 
is intermingled. 'who had similar ideas and wanted 

I am convinced that the most |those ideas put into effect. They 
powerful force which can furnish | are respectable organizations. The 
leadership in the solution of our | Press kowtow to them and the 
economic problems must come |attainment of leadership in one 
irom the Trade Union movement /0: tem carries with it respect 
in the United States. Why? First. |?" acclamaticn of the neighbors. 
because it does represent the |Nobody wants to outlaw them. 
largest factor in our population; | Nobody wants to dictate to them. 
second, because it does touch! However, when we get into the 
more intimately than any other| field of iabor, when the people 
factor the problems of the great} who work and give the toil and 
mass of the American people,|the sweat which makes possible 
whether they are within or without | the most efficient operation of our 


by the President of the American 
Furriers’ Association, begging all 
those who set the styles of furs 
in New York that they finally 
agree upon the length of women’s 
skirts. I am frank to admit that 
I am not nearly so much inter- 
ested in that subject today as I 
was 20 or 30 years ago. However, 
I was interested to find that the 
fur industry was losing millions 
of dollars a week while waiting 











the organized labor groups. What | mechanical equipment, when they 
you in organized labor have today | (Continued on page 30) 
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This announcement ts nerther an offer to sell nor a solicitation of any offer to buy securities. 
The offering is made only by the Prospectus. 


Cluett, 


4% Cumulative Second Preferred Stock 


Convertible Prior to October 1, 1957—-Par Value $100 Per Share 


(plus accrued dividends from October 14, 1947 in case of deliveries made after that date) 


The Underwriters are offering 79,177 of the above 
112,974 shares which were originally offered by the 
Company to the holders of its Common Stock. 


A copy of the Prospectus may be obtained within any State from such of the 
Underwriters as may regularly distribute the Prospectus within such State. 


Goldman, Sachs & Co. 
Union Securities Corporation 


Kidder, Peabody & Co. 


112,974 Shares 
Peabody & Co., Inc. 


Price $102 per share 


Lehman Brothers 


Harriman Ripley & Co. 


Incorperated 


Stone & Webster Securities Corporation 
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| Railroad Securities 








The response of the market to the interim increase in freight 
rates granted the railroads by the Interstate Commerce Commission 
last week was disappointing to followers of raiiroad securities. It had 
been expected that this announcement would have a quite stimu- 
lating speculative influence on carrier shares and that this in turn 
might be effective in shaking the whole market out of its rut. 


Perhaps the delay (short though?- 


at was by any normal standards) 
gn bringing out the report, and 
recurring rumors during the wait 
that the decision 
the next day, took the edge off 
the favorable decision when it did 
<ome. Certainly the lack of mar- 
ket buoyancy can not be at- 
iributed to any disappointment 
with the decision itself, 

The Commission allowed 
straight 10% increase 
practically all classes of freight. 
On coal and coke, including lig- 
nite, the increase will amount to 
considerably less than 10%, being 
Jimited to 10 cents a 
il cents a gross ton. 


a 


However, 


this is exactly what the railroads | the 


thhad requested for this commodity 
group. The one exception made 
by the Commission was in the 
«<ase of some iron ore. No increase 
is to be allowed on _ line-haul 
ammovement of iron ore to the upper 
Great Lakes ports, and increases 
in certain minor auxiliary charges 
were disallowed. As to iron ore 


other than the line-haul to upper | 


Yake ports the full 10% increase 


Was granted. 


Far more important to most 
woads than the actual earnings 
relief to be afforded by these 
interim increases is the attitude 


of the Commission in granting the 
petition. The agency gave full 
recognition to the arguments to 
those opposed to freight rate in- 
creases because of their potential 
further stimulas to the inflation- 
ary spiral. 
(and the decision was unanimous) 
that: ‘The law requires us to give 
due consideration, among other 
factors, to the need of revenue 
sufficient to enable the carriers 
under honest, economic and effi- 
cient management to provide ade- 
quate and efficient railway trans- 
portation service for the nation.” 
This is taken as pointing to prob- 
able favorable action with re- 
spect to the pending request for 
Jarger permanent rate increases. 

As is generally the case with 
respect to anything affecting the 
vailroad industry, the benefits to 
be derived will vary considerably 
for different roads. 
ang proceedings covering the per- 
gmanent rate increases the eastern 
carriers are asking for a consid- 


erably larger boost than are the | 


roads in the west and south. The 
earnings experience since the end 
of the war amply demonstrates 
that these eastern roads are in 
need of the larger rate increase 
to offset their mounting costs. 
Presumably this will be 
nized by the Commission in its 
final decision, which, however, 
can hardly be expected until well 
after the turn of the year. 

In the 


would be out) 


on | 


Neveitheless, it found | 


Mortgage Loan Bends ot 


In the pend- | 


recog ade 


meantime, the increase | 


of 10%, with exceptions as men- | 


tioned above, will give the east- 
erm roads considerably less relief 


than will be afforded the western | 


roads, which, generally speaking, 
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GUARANTEED RAILROAD STOCKS-BONDS 
25 Broad Sireet New York 4, N. Y. 
Telephone BOwling Green 9-6400 
Teletype NY 1-1063 














are not in such acute need under 
present traffic and operating 
conditions. For the most part the 
western roads transport relatively 
little coal. Also, only a handful 
‘are involved in the _ line-haul 
movement of iron ore to upper 
lake ports. The bulk of the traffic 
in this section, therefore, will 
carry increases of a straight 10%. 
|An exception, of course, is to be 
found in Great Northern which 
carries a heavy volume of iron 
ore. Even in this instance, based 
'on 1946 traffic relationships, the 
| overall increase should work out 


net ton or | to 8l2%. 


The eastern roads, and some of 
southern carriers, have a 
‘heavy stake in coal movement. 
| Last year the revenue per net ton 
‘on bituminous coal averaged 
| $2.27, on coke it amounted to 
| $2.04 and on anthracite to $1.66. 
Rates on this traffic were in- 
creased the beginning of 1947. 
Obviously, then, the 10 cent rate 
increases recently granted will 
work out, on the average, to 
somewhat less than 5%. This will 
not work any particular hardship 
'on the high earning Pocahontas 
roads but it will restrict the near 
term benefits to be derived by 
such roads as Pennsylvania, Erie, 
New York Central, and Baltimore 
& Ohio, all of which had been 
experiencing considerable diffi- 
culty in getting costs under con- 
trol even before the most recent 
wage boosts. 
Alla ISI 


Greater Prague Called 
Kuhn, Loeb & Co., as fiscal 

agents, are notifying holders of 

City of Greater Prague mortgage 


loan bonds of 1922 that $4.500 
principal amount of the dollar 
bonds of this loan have been 


drawn by lot for redemption on 
Nov. 1, 1947 at par. Payment will 
be made at the office cf the fiscal 
agents. a 


First Northeast Corp. 
First Northeast Corp. has been 
formed with offices at 52 Wall 
Street, New York City to engage 
in a securities business. Officers 
‘are A. T,. Sawyer, President and 
|Treasurer, and W. F. Truchsess, 

Vice-President and Secretary. 











With E. F. Hutton & Co. 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF. 
Moses Freisleben has been added 


to the staff of E. F. Hutton & 
Company, 623 South Spring 
Street. 


With ps Emerich Co. 


(Special to THe FINANCIAL CHRONICLE) 


CHICAGO, ILL. — Anthony R. 
Brookman is now with Ames, 
Emerich & Co., Inc., 105 South 
La Salle Street, members of the 
Chicago Stock Exchange. 


Joins Flynn & Levitt 
(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF. 
Robert M. J. Fellner and John R. 
Roden have been added to the 
staff of Flynn & Levitt, 411 West 
| Seventh Street. 








OO sa 
Partnership Change 
Partners in Filer, Schmidt & 
Co., 30 Pine Street, New York 


City, are now Herbert Filer and 
Sarah W. Filer. 








No Lowering of Workers’ Productivity 


By WILLIAM GREEN* . 


President, American Federation of Labor 


Addressing AFL Ccnvention, prominent labor leader denies organization has decreased efficiency and 


productivity of labor. 
ment in American business. 


Cites wartime increases in workers’ and farmers’ output and increased invest- 
Denounces Taft-Hartley Act and promises political fight against it in 1948. 


I know that all of you have been moved deeply by charges that have been made by our 
enemies that labor, in extending organization among the unorganized workers of the 


nation, has lowered the efficiency and pr 
@ 


true. The 
American 
worker stands 
on a higher 
Plane of pro- 
ductivity and 
efficiency 
than any 
American 
worker ever 
stood in ail 
the history of 
Our nation. 
Efficiency and 
service have 
been in- 
creased, and 
productivity 
has been 
broadened. 

So, on this auspicious occasion 
I want to make answer in a def- 





William Green 


inite way to many of these 
charges that have been made 
against the working men end 


women of the nation and declare 
to the American people and to 
the world through facts and fig- 
ures, that the charges made 
against us have no foundation in 
fact. 

I have prepared some figures 
that I shall now present to you. 

When it became apparent that 


our nation would become. in- 
volved in the war which ‘was 
gradually engulting practically 
the entire civilized world. the 
leaders of our nation realized 
that the responsibility for pro- 


duction of the materiel of war for 
all the allied nations would res! 
cn America, and American work- 
ers. Our President called for ali- 
out production and the organized 
wage earners of our country re- 
sponded as a man. 

Almost over night swamplands 
were converted into’ shipyards 
from which in 
time poured the needed 


with which to transport our men 


and supplies across the oceans 
Aircraft factories sprang up in 
forests and from their assembly 
lines America’s workers sent an 
almost never-ending stream of 
planes for use over seas and for 


defense of our homeland. 

But even before’ producticn 
could be started in many local- 
ities roads and bridges had to be 
built at an amazing speed which 
meant our construction workers 
had to leave their jobs and homes 
and take jobs at distant points 
Whole towns and cities had to be 
built to take care of the workers 
who had accepted the call for 
service in America’s army of pro- 
duction. Supply depots had to be 
constructed, homes built, hos»i- 
tals provided, transportation fur- 
nished, sanitary facilities installed, 
before our factories could be 
started on their grueling task. But 
the result of all this is history. 
America’s workers met the chal- 
lenge and even exceeded the 
hopes of the most optimistic. 


Farmlands Nation’s | Breadbasket 


Our farmlands became. the 
breadbasket for our country and 
her Allies with even less man- 
power than before the war 
started. America’s soldiers were 
the best fed in the world, the best 
clothed, the most adequately caied 
for and supplied with the fines! 
materiel for modern’ warfare. 
Truly, America had two armies in 
action—our armed forces, and tie 
army of production. And bear 
this in mind—that miracle of pro- 
duction was achieved by FREE 

“From an address by Mr. Green 
at the 66th Annual Convention of 
the American Federation of Lanor, 
San Francisco, Calif., Oct. 6, 1947. 


record-breal:in 2 | 
vessels ) 





enterprise and FREE labor work- 
ing together toward a common 
objective and for the preservation 
of American ideals of life and 
liberty. 

The fighting was ceased over 
two years ago, but a war-torn, 


confused, and weary world is still | 


turning to America and America’s 


production workers for assistance | 
in rehabilitating its economic lite. | 


Despite unprecedented 
demand for the output of 
vast production with the rest of 
the world in unequaled amounts. 
We are now being called upon to 
meet the needs not only of our 
own people and our Allies, but 
those countries which were our 
enemies in the war. 


Accomplishments of Free Men 
We have shown what can be 
accomplished by free men in a 
tree economy. We _ know that 
there is almost no limit to the 
goods and services which can be 
produced when workers are free 
from repression and can give ex- 
pression to their highest and most 
creative impulses. Under totali- 


domestic | 
our | 
industries, America is sharing her | 


oductivity of the workers of the land. That is not 


tinued to expand. The needs of 
peace and rehabilitation of the 
entire world created unprece- 
dented demand for the products 
of American factories. Improved 


'methods of production and tech- 


nological advances in methods 
which were developed to meet 2 
wartime need proved just as nec- 
essary after the fighting war 
ceased and the world was faced 
with an even greater problem of 
winning the peace. 

In 1939 our gross national prod- 
uct was slightly in excess of $90 
billion: in the first half of 1947 


'we had rapidly reconverted to a 


‘now producing 59% 


peacetime gross national preduct 
of $225 billion per year. We are 
more actual 


| physical product than in 1939, and 


‘of 30 million employed. 


tarian regimes workers have been | 
str:pped of their freedom and are | 


not supplied with even the basic 
necessities of life. 

With the close of the war, how- 
ever, our production schedule con- 


80% more than in 1929. 

To put it another way: in 1939 
we had 46 million civilian workers 
employed. By the first half of 
1947, the number at work had 
risen to 57 million, and by June of 
this year we had reached a total 
Between 
first half of 1947, 

production pet 


the 
our 


1939 and 
therefore, 
worker measured in physical vol- 
ume, rose 28%. These figures are 
taken from the mid-year economic 
(Continued on page 36) 


More Statism! 


Here is what the President’s Scientific Research 
Board says we must do to safeguard “our scientific 


future ” 
ee 1 ; 


Develop sources of financial support of our 


colleges and universities to enable them to expand 
and improve their facilities and equipment, to in- 
crease their instructional staff and to raise salaries. 
This cannot be done for the physical and biological 
sciences alone, but only as a part of a general pro- 


gram. 


The specific ways of accomplishing these 


objectives are now under study by the President's 


Commission on Higher Education. 


be iound. 


“eg 
a. 


But ways must 


Develop a broad program for the support of 


basic research in the universities and colleges. 
Basic research not only is of supreme importance 
to the whole development of science, but it is in- 


dispensable to the training of scientists. 
outlined in the first report in this series 


As already 
‘Science 





and Public Policy—a Program for the Nation’— 
support of basic research should be extended by 
establishment of a national science foundation re- 
sponsible to the President and a share of the money 
expended should be used to build up and strengthen 
the weaker but promising educational institutions. 


“on 
2. 


Develop a national system of scholarships 


and fellowships to continue Federal support of stu- 
dents as the benefits under the Servicemen’s Read- 
justment Act expire. Such a program should cover 
all fields of knowledge and not be restricted to the 
nhysical and biological sciences.” 


The Board further asserts: 
“If we do these things promptly—and only if 
we do these things—can our scientific future be 


assured.” 


Must we have more and more statism in every- 
thing—until nothing is left that is not dominated 


by it? 


If any part of this program is really necessary, 
it is beeause government with its “progressive” 
taxation and ether forms of “soaking the rich,” 
has dried up the usual source of funds for higher 


education. 
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Stassen Stresses Stable Currencies 


In address before Iowa bankers he contends a free economy 
cannot be maintained without reasonably stable currency and urges 
early establishment of a firm currency situation in Europe. 

In his address on Oct. 7, at Des Moines. Iowa, before the Iowa 


State Bankers 
@. 


Association. Harol 
Republican: 
nomination) 
for President, 
siressed the 
importance of | 
establishing | 
and maintain- 





ee | 


ing stable} 
currencies in| 
Europe as a 


means of pre-| 
serving dem- 
ocracies and 
a free enter- 
prise system. 
“If we are} 
to start the 
economies Of | 
Europe on 
health and vigor, 
with freedom aad independence | 
‘or their people, we must begin | 
to rebuild the productive indus- 
tries and trade of these peoples. 
This takes more than food. It re- 
suires coal and critical machinery 
and stable currencies. In our dis- 
cussion this evening I would par- 
ticularly like to spotlight the im-| 
portance of: stable currencies in} 
the European economic picture} 
and point out the sad neglect of 
‘his problem since the war.” 
Continuing, Mr. Stassen stated: 
“It does not seem to be suf- 
ficiently recognized that a free} 
economy absolutely requires a 
reasonably stable currency. A 
regimented Socialist system con- 
ducted by dictatorship, whether it 
be Communist or otherwise, does 
mot have as vital a necessity for | 
sound money as does a free econ- 
omy. Under those systems the 
compulsion of force by govern- 
ment is substituted for the incen- 
tive provided by money as a me- 
dium of exchange in an economy 
if free choice. Notwithstanding 
this elementary fact our govern- 
nent has been derelict in its pol- 
cies toward currencies of other 
nations since the war. The Ger- 
nan mark is an amazing example. 
Immediately after the end of the 
war our government gave a com- 
plete set cf the engraving plates 
for the printing of German occu- 
pation marks to the Russian Gov- 
ernment. With those plates a 
enormous quantity of German 
marks, unknown and unaccounted 
in amount. have been printed by 
the Russians. This supply of Ger- 
ronan marks has been added to the 
nflatiorary quantities of prewar 
German marks of wartime Hitler 
marks. ard of the restricted 
rmount of occupation marks is- 
sued by the British and the Amer- 
icans. The result is and has been 
completely impossible currency 
situation in Germany. As a result 
it is impossible for any 
trade between Ger- 





Harold E. Stassen 


their way to 


almost 
to develop 


Buy U.S. Savings Bonds 
REGULARLY 


res = = 
ae Gt 
= ; 





ae 
Ask where you WORK 
Ask where you BANK 





| convertibility. 


| with Coburn 


d E. Stassen, candidate for the 
many and Belgium, Germany and 
France, Or any other country. As 
2 further result, the incentive for 
workers to work or businesses to 
produce in Germany is wiped out. 
As soon as the worker acquires 
enough marks to match with his 
ration tickets and to obtain his 
small week’s ration of food, there 
is Obviously no iscentive to pro- 
ceed to work to earn more, as the 
additional marks beyond ration 
eccupons are of _ practically no 


| value. More than two years have 
gone by and yet there has been 
no ac ion to straighten out this 


impossible situation. In the mean- 
time American money continues 
io be spent in substantial quan- 
tities to support the occupatio. 
The very low coal production in 
the Ruhr, a mere 40% of prewar, 
pulls down the economies of the 
rest of Europe. During the past 
winter, industries shut down in a 
“ozen European countries, schools 


2nd churches closed. millions of 
people shivered half frozen in 
their homes, because of lack of 


| coal from the Ruhr. 


“We muct move immediately in 
the establishment of a new cur- 
rency in Germany. Obviously, in 
the economic contest that is going 
On the Russians will 
such a new 
kind 


running 


not join in 
because the 
they are 
their zone does not 
and they welcome 
the stagnation in our zone. 

“We must also give high prior- 
ity to the stabilization of the 
French france and the Italian lire. 
Unless we do thaf we cannot 
expect to rebuild the economies 
in Europe regardless of how much 
aid we pour in. Yet this seems 
to be neglected by the Adminis- 
tration. They have talked about 
srandiose schemes of convertibil- 
ity of 18 currencies and trade 
egreements between 18 countries, 
which are obviously impossible to 
attain in the chaotic post-war 
situation, with the cross currents 


currency 


of an economy 
in 


require one 


of politics in Europe. What we 
need is a sound, practical ap- 
proach to immediate objectives 


in the development of islands of 
Specifically, if a 
new German currency were de- 
veloped in the British and Amer- 
izan zones, which includes the 
fiuhr, and a definite convertibility 
cs'ablished between this currency 
and the French and Belgium 
alone, a very strong avea 
for economic rehabilitation would 


francs 


| be developed.” 


a 


Webber, Simpson Adds 

(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Frederick E. 
Jansen has joined the staff of 
Webber, Simpson & Co.. 208 South 
La Salle Street, 





With John G. Kinnard 


(Svecial to THE CHRONICLE) 

MINNEAPOLIS, MINN. — Geo. 
H. Leahy has become assoc ated 
with John G. Kinnard & Co.. 71 
Baker Arcade, 


With Coburn-Middiebrook 


(Special to THe FINANCIAL CHRONICLE) 
HARTFORD, CONN. — David 
Moseley has become connected 
& Middlebrook. 37 
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The Farmer and the Export Market 


By WALTER B. GARVER* 
Agricultural Economist, Federal Reserve Bank of New York 


Agricultural specialist analyzes export position of farm products, and points out despite heavy increase 
in export vqlume, portion of farm products to total exports has not gained. Traces effect of export 
decline on various commodities, and contends prices will be adversely affected only on such products 
as have large export market. Concludes greatest impact on declining exports of American agriculture 
will come via indirect effect of decline in non-agricultural exports. 


Headline news today deals with inflation and the “dollar crisis” that has arisen in the 
world’s trade. This crisis arises from the fact that foreign nations have been buying the 
exports from this country, and would like to continue to buy, at levels greater than they 


are able to . aan 

pay for the '$4 billion during most of the: Reductions will not only affect 
meager ex- inter-war years. The expected | prices proportionally but may be 
ports and turther decline in exports may) expected, in view of the high 
with gold and have an impact on farm prices|levels of farm exports, to have 


in.ternational and farm income in two ways. 
exchange, or 


by loans from 


multiplied effects on the level of 
farm prices. Studies indicate that 
even in the inter-war years, when 


Ratio of Agricultural Exports 


this country. os agricultural exports were only a 
The  exhaus- as nie nally, at least oie, fraction of recent levels, a change 
tion of means e inter-war years, agricultural! or $1 billion in exports was asso- 


exports accounted for 20 to 40% 
of total exports. But during the 
peak périod of exports in recent 
months agricultural exports have 
‘totaled only about 7 to 8% of the 
value of all exports. In other 
words, in spite of high levels of 
total dollar values of agricultural 
exports, the level of industrial 
and other non-agricultural ex- 
ports have reached even greater 
relative magnitude. If exports of 
such commodities are to continue 
to decline sharply the indirect ef- 
fect on farm prices and income 
could be a curtailment of civilian 
/domestic demand. It is estimated 
that about 4,000,000 of the 60,- 
000,000 employed in this country 


of payment or 
settlement 
will result in 
a reduction of 
the recent 
record 
breaking 
level of agri- 
cultural and _ industrial 
from this country. 
Exports have had a two-edged 
effect on the American during the 
past several months. High dollar 
volumes of exports, quite substan- 
tially supported by or based upon 
credits extended to foreign na- 
tions, have added to inflationary 
pressures by the additional ‘‘buy- 
ing power” thus pumped into our 


ciated with a change of more than 
$1.5 billion in cash farm income. 
It seems reasonable, therefore, ta 
assume that in the light of recent 
and current rates of agricultural 
exports and the generally tight 
domestic supply situation that any 
given percentage decline in these 
exports will carry with it a de- 
cline two to two-and-one-half 
times as great in prices. 
Naturally, such magnified ef- 
fects on prices would not be ex- 
pected to occur for each exported 
commodity. The declines might 
be more or less, depending upon 
whether a particular commodity 
experiences a declining export 
volume, upon the relative impor- 





B. Garver 


Walter 


exnoits 


economy, stimulating employment a ies aaieet at tn aan ak tance of the volume of exports in 
and promoting higher prices. | TeCUy tor export. — aoe ‘ ‘ rj j ons ior 
Secondly, the ‘foreign purchases curtailed exports is not filled by » aban ol ‘ae the relative omar 
for some classes and kinds of | backlogs of domestic demand for ply and demand situation within 
goods have come on top of, or in| the amounts of reduction, some this dentaentates ; 

competition with, very strong do-|¥nemployment and __ slackening ater iat we 

mestic demand for some items in| Production can be expected. The Turning now to estimates on 


the relative importance of exports 
of various commodities to totak 
supplies or production, it may be 


|effect of this would be to lessen 
somewhat the domestic demand 
for farm products. Such a change 


This 
in 


very sharply limited supply. 
magnifies the price problem 
those lines thus affected. 


























Total exports during the first | would be most likely to be felt in| Seen that some commodities are 
half of 1947 reached record-| the so-called‘ luxury items, such much more “exposed” to price 
. a ale ia _, as fruits and vegetables, top qual- | changes from export changes than 
breaking levels and the annual ‘ty cuts of meats and some dairy |are others. Based largely on rates 
rate around the middle of the} products. of export for the first quarter of 
year was above $16 billion. This 1947 and partly on estimates for 
ple ear tiene res 4 , Effect on Export Declines on the total to be exported for the 
rate ma) be compared with total * eadaes year, such calculations indicate 
domestic exports valued at $2 to arm Frices that for the grains and ain 
See The second way farm incomes] preparations 1947 exports will be 
“Remarks of Mr. Garver at the| and prices will be affected by de-jat the following rates of propor- 
Mortgage Bankers Association of|clining exports is, of course, the} tion of total supplies movin; ‘nto 
America Convention, Cleveland’. direct slackening in demand for! consumption channel wi cat, 
O., Oct. 2, 1947. agricultural commodities as such, ! (Continued on peg ) 
| a a Se 
| y his announcement i iat a off Y lo |, Or a soli itati 7 7 ¢ ro ou th é Cu 
The offering is made only by the Prospectus. 
} 
Hy 
$8,000,000 | 
. : | 
2 > 
Texas Power & Light Company | 
7 
| 4" . a » < 2c 2 ( 5 gh | 
| First Mortgage Bonds, 3% Series due 1977 i 
| Dated October 1, 1947 Due October 1, 1977 
| 
| Price 100.99% and accrued interest ay | 
! 
| sacaiaiteaiiinaaies 
| | 
| ' 
| 
The Prospectus may be obtained in any State in which this announcement is circulated from only such 
| of the undersigned and other dealers as may lawfully offer these securities in such Stale, 
| ' 
| HALSEY, STUART & CO. INc. 
HAYDEN, STONE & CO. OTIS & CO. BURR & COMPANY, INC. 
| (INCORPORATED) 
} ' 
GREGORY & SON WILLIAM BLAIR & COMPANY 
INCORPORATED 
GRAHAM, PARSONS & CO. THOMAS & COMPANY 
October 16, 1947 
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By HENRY HUNT 
Stocks Lowest Since 1924? 


The stock market acts as if it wanted to go higher but needs a 
shove or two. The days of the Durants and the Mike Meehans, who 


specialized in giving the market 


looks as if only the investing pub- * 


lic can bid prices up to levels 
more in line with real values. 
To quote from a bulletin re- 
cently issued by the National Se- 
curities & Research Corporation: 
“Not since early in 1924 have the 
stocks comprising the Dow-Jones 
Industrial Average sold so low in 
relation to earnings as they have 
in 1947. Current levels of about 
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A PROSPECTUS ON REQUEST 
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120 BROADWAY, NEW YORK 5, N. Y. 














Keys tone 
Custodian 


Funds 


Certificates of Partic ipation in 
INVESTMENT FUNDS 
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(Series K1-K2) 
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Prospectus from 
your local investment dealer or 


The Keystone Company 
of Boston 
50 Congress Street 


Doston a. Massa husetts 





'of earnings. 


| will 


a shot in the arm, are gone. It 





180 for the ‘Dow’ are equal to 
little more than 9 times estimated 
earnings of $19-$20 this year. This 
9-to-1 ratio compares with a mean 
average ratio of 16%4 times earn- 
ings for the Dow-Jones Indus- 
trials during the past 23 years. It 
be noted from the accom- 
panying chart that only at the 
lows of 1924, 1925, 1926, 1941, and 
1942 did the ‘Dow’ approximate 
its current price-earnings ratio 
and that purchases made at those 
times resulted in substantial mar- 
ket appreciation within a year or 
two on every occasion. 

“It is also interesting to note that 
estimated dividend payments on 
the Dow-Jones Industrials this 
year will amount to but 42% of 


| garnings whereas during the past 
‘decade, on the average, dividend 


payments have amounted to 64% 
Thus, assuming no 


|changes in dividend rates, earn- 
ings could shrink nearly 35% and 
| the ratio of dividends to earnings 


/would then be 64% of 


‘normal’.” 


To quote Lucien Hooper of 


'W. E. Hutton & Co., “Either earn- 


‘entirely possible 














ings are too high or stocks are 
too low. Probably both statements 
are correct. Low price-earnings 
ratios and high yields are not 
likely to disappear over-night, 
but when they do disappear it is 
that earnings 
with stock prices 
higher, The present time, in my 
opinion, is a period in which 
stocks should be accumulated.” 


may be lower 


A Morgan Partner Speaks 

The following quotation of a 
Morgan partner was culled from 
the “Prudent Investor” issued by 
the George Putnam Fund of Bos- 
ton and should be of interest to 
mutual fund dealers and_ in- 
vestors: “‘We are compelled to 
conclude that capital cannot be 
dreserved either by broad diversi- 
fication of risks or by the pur- 
shase of securities which, in the 


| judgment of informed men, rep- 


resent sound’ investments at any 
one given time. It is only by the 
application of unremitting atten- 
‘ion and the exercise of continu- 
sus sound judgment that the 
»)riginal value of the principal can 
xe maintained or increased.” 


Capitalism on Trial? 
“These Things Seemed Impor- 


tant” published by the Selected 


investments Company of Chi- 
sago, quotes following statement 
of the “Chicago Daily News” Edi- 
tor: “I grow exceedingly weary of 
dearing how the capitalistic sys- 
tem is on trial. On trial for what? 
Why isn’t socialism on trial in 
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England or communism in Russia; for only 8 times estimated 1947 


and her satellite states? If capital- 
ism is through, why are we asked 
to provide the food and _ the 
money and the tools to rebuild 
Europe?” 

Notes: 

Last week’s “Investment Tim- 
ing”, published by National Se- 
curities & Research Corporation, 
discusses the outlook for aircraft 
and airline stocks. It predicts, as 
does Richard Cooke of the “Wall 
Street Journal” staff, that over 
the next year or two govern- 
ment appropriations for defense 
aircraft will result in 
tially higher earnings for 
facturers. 

Hugh W. Long and Distributors | 
Group have recently issued} 
folders descriptive of their re- 
spective Building Supply Funds. 


manu- 


Each folder states that the under- | 


lying Stocks are currently selling 


Justice Jackson Scores 


substan- | 


right! 

Calvin Bullock’s ‘Dividend 
Shares recently declared its 61st} 
regular quarterly dividend 
amounting to approximately $1,- 
400,000. With the payment of this 
quarterly dividend, over $36,400,- 
000 in dividends will have been 
distributed by Dividend Shares | 
since its incorporation in 1932. 


recently paid a fiscal year-end 
dividend of 40¢ per share, equal 
to nearly 10% of its present sell- 
'ing price. This dividend, of which 
5¢ was from investment income 
land 35¢ from 





|of buying to Affiliated Fund dur- 
‘ing the month of September, as 
| sales of Affiliated last month are 


por tions. 


Regulation Without Law 


In dissenting opinion on case in which Court upheld SEC, he de- 
nounces support of discretionary powers not warranted or author- 


ized by law. 


Holds an administrative agency is not a law unto 


itself, and contends, should principles ef majority opinion be put 
into practice, most administrative orders could be placed above 


the law. 


At the first meeting of the current term of the United States | 
6. Justice Robert Jackson, 
BO wee 


Supreme Court on Oct. 
opinion in the case of the 
curities and Exchange Commission 
vs. Federal Water and Gas Cor- 
poration, delivered a_ scathing 
criticism against permitting gov- 
arnment administrative agencies 
to exercise discretionary powers 
aot warranted or authorized by 
law. The opinion grew out of a 
case in 1941, 
ties and Exchange Commission 
approved a plan of reorganization 
for the Federal Water Service 
Corp. under provisions of the 


Public Utility Holding Company | 
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whereby the Securi- | 


\\ : 


in a minority | 


| Act of 1945. The SEC held, how- 
ever, that the management of the 
reorganized concern should not | 
| participate on a parity with pub- | 
lic shareholders while acting as 


reorganization managers of the} 
company. The validity of this | 


order was before the Supreme 
Court and 
| majority of the Court last Spring, 
'though it had been rejected in an 


earlier opinion rendered in 1943. 





Manhattan 
bond Fund 


Inc. 
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earnings. Could be they are both | 


Lord Abbett’s Affiliated Fund | 


realized securities | 
| profits, apparently attracted a lot! 


said to have been of record pro- | 


was upheld by the} 








| : j 


Business 
| Man’s 
| Bookshelf | 





























Program for Sustaining Em- 
ployment A second edition — 
Report of Committee on Economic 
| Policy—-Chamber of Commerce of 
the United States of America, 
D. C.—paper—10ce— 
orders). 





| Washington, 
(lower rate On quantity 








Rebuilding the World Economy 


— America’s Role in Foreign 
Trade and Investment—Norman 
S. Buchanan & Friedrich A, Lutz 
—Twentieth Century Fund, 330 
West 42nd Street, New York 18, 


N. Y.—cloth—$3.50. 


Southern Manufacturer’s Tax 
Bill — Bureau of Business Re- 
|search, College of Commerce, 
| University of Kentucky. Lexing- 
ton, Ky.—paper. 

Store Hours for Shopping Goods 
| Retailers—David J. Luck—Bureau 
|of Economic and Business Re- 
| search, College of Commerce and 
| Business Administration, Univer- 
|sity of Illinois, Urbana, Ill. — 


| paper. 


Short Form Return for Kansas 
Personal Income Taxes—Wiley S. 
| Mitchell — School of Business, 
University of Kansas. Lawrence, 
Kansas—paper—free to residents 
|of Kansas—50c per copy to non- 
residents. 





| Tax Issues of Community 
Property—J. D. Morgan—Univer- 
sity of Kansas, Lawrence, Kans.— 
paper—copies available without 
'charge on request to J. O. 
| Maloney, Director of the Research 
Foundation at the University of 
Kansas, or to L. L. Waters, Direc- 
tor of the Bureau of Business Re- 
search at the University. 


e a — — 
With Pohl & Co. 

(Special to THE FINANCIAL CHRONICLE) 

CINCINNATI, OHIO — Eugene 
W. Williams has joined the staff 
of Pohl & Co., Inc., Dixie Termi- 
inal Building. 
ee 


Hesiry L. Phillips & Co. 


SUNBURY, PA.—Henry L. 
Phillips is now doing business 
|under the firm name of Henry L. 
Phillips & Co, from offices at 
343 Market Street. 


| ctiphce 





With Mavblien & Gooner 


(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—Mar- 
‘jorie Meyersahm is now with 
|Harbison & Gregory, 210 West 
Seventh Street. 





With Mallessten & Co. 


(Special to THE FSNANCIAL CHRONICLE) 

CHICAGO, ILL.—Edward 5S. 
Weil is now with Hallgarten & 
Co., 231 South La Salle Streef. 
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Investment Yields and Savings | 
Banks’ Dividend Rates 


New York State Bank Superintendent says prospects of a higher 
yield on investments dees not justify generally higher interest rates 


on savings deposits. 


Addressing the Annual Convention of the Savings Banks Asso- 
ciation of State of New York at Lake Placid, N. Y., on Oct. 8 
Elliott V. Bell, ©—____—_ ——————$$_—_—_—_—_—— 
Superintend- |dantly clear on more than one 
ent of Banks occasion by word and deed that 
f New York they regard a 242% rate on long 
State, ex- ‘governments as the anchor of the 
pressed the whole interest rate structure. The 
belief. that, demands of a $260 billion debt 
despite desire and an almost $40 billion budget 
of the savings are imperious. It is hardly to be 
Hanks to pay exected that the fiscal authorities 
higher divi- would undertake to increase ma- | 


dends to their 
depositors, 
prospects for 
interest rates 
on bank in- 
vestments in- 
dicated little 
change that 
would justify a generally higher 
dividend rate on savings deposits. 
According to Superintendent 
Bell: 
Within 


ings banks 





Elliott V. Bell 


recent months, 10 
in this State 
raised their dividend rates from 
1144 to 2 These dividend rate 
developments deserve the closest 
scrutiny. Primarily dividend rates 
are determined by earning rates. 
The rate of return on_= savings 
bank investments is governed by 
the composition of assets and by 
past and prevailing long-term in- 


sav- 
have 


terest rates. These rates are es- 
tablished in the market and are 
beyond the control of individual 


banks. 

In general, when the trustees 
of a savings bank vote to raise 
the rate of dividend, they are, in 
effect, expressing their judgment 


that the bank can_ substantially 
improve its rate of return on in- 
vestment, Such an improvement 
can only be attained as a result 
of a general rise in interest rates 
or a shift from lower to higher 
vielding assets, or a combination 
of both. 

It is perhaps reasonable to ex- 
ect some shifting away from the 


concentration of savings bank 
investments in Treasury issues to 


mortgages and other securities 
with a higher yield. The fact is, 
however, that thus far no very 


significant shift of that character 


has taken place. Within the last 
{wo years, mortgage portfolios of 
the savings banks in this State 


have increased only about 7%. {t 


would seem that those contem- 
plating higher dividend rates in 
the expectation of a= shift to 
higher yielding earning assets 
might do well to have the bird 
in the hand rather than in the 


bush before they act. 


Interest Rate Prospects 

Now as to the main point: What 
are the prospects of a higher level 
of interest rates such as would 
justify a higher general dividend 
vate on savings deposits? 

Beginning last summer, the 
Federal Reserve authorities be- 
gan deliberately to introduce un- 
certainty into the wartime struc- 
ture of interest rates. They did 
this in order to offset a tendency 
on the part of commercial banks 
to sell their short-term govern- 
ment securities to the Federal Re- 
serve Banks and invest exten- 
sively in long-term governments. 
As a result of measures taken by 


the central banking system, short- | 


term rates are today generally 
somewhat higher than they were 
on V-J Day. 

_ But the rates that concern sav- 
ings banks primarily are the long- 
term rates. The longest govern- 
ments remain consistently stable 
at about a 2.30 percentage basis. 
In any speculation about the fu- 


ture course of interest rates, one | 


point must be borne in mind. The 
Federal Reserve and Treasury 
authorities have made it abun- 


terially the interest cost of carry- | 


ing such a debt, thereby adding 

to the size of such a budget. 
The only pertinent question 

whether these fiscal authorities 


is 


have the means available to main- | 


tain the long-term interest rate 
at approximately its present level. 


Scanning the financial horizon, 
one can see no serious limiting 
factors in sight. The reserves of 


our central banks are double the 
legal requirement and they seem | 
destined to grow rather than to 
diminish as foreign gold flows 
into our country, 

Commercial banks are in pos- 


of very large holdings of 
government securities by means 
of which they can readily replen- 
ish their reserves in order to meet 
any expansion in the demand fer 
commercial credit. The powers ol 
the Federal Reserve System ap- 
pear ample to absorb any foresee- 
able liquidation of governments 
by commercial banks and other 


session 


holders. Moreover, if the existing |or there where it was needed. I the contrary. there is time for one|by businessmen were a 
influx of gold continues at the | feel that I know most of you, but! more push, Ultimate highs in| $28.8 billion. It is plain that a 
pce sith a a, a of you are Strangers to me. commodity prices and industrial fei eee ggael boty tee 
sufficient to take care of foresee-|~ production aye 8 ch A wee ar ; times as great in ory one of 
able credit needs without the | Speech delivered by Mr. Zelo-| months away: a revival of infla-|™ wy ee See ey 
= ‘eer . eat lz fore > Thir istric -/tionary psychology seems likely.” | these othei markets. 
necessity of liquidating their | Mek before the Third District of Pig «: : 4 second f lamental is that 
holdings of government. securi- | the National Association of Pur- On June 7 of this year we again | |, . cr ea 9 € thee ait 
ties. chasing Agents, Milwaukee, Wis.,| pointed out: “Optimism will prob- | the public Usually Epes ee 

3usiness savings and individual | Oct. 15, 1947, aniy revive Cur Wie Dest oy  eablaaiaate page 597 
savings are at higher levels than a re 
ever before. They are available Nene eS 
to meet the large demand from || 
industry for capital funds, a de- as ; } renee j fas an offering 
mand which in the postwar Vhts aa tiple <, ehed eine a ft tha RB nds ‘ = 
period so far has been provided poe ye oe om ) 7 ee he he tid aie i ti 
with relatively small resort to the } ]} 7 sii 
flotation of new money issues in] }] 
the securities market. New Issue 

— 

Earning Power of Savings Banks S$ / 5,000,000 

The earning power of the sav- 
ings banks in this State in the asin . 
first-half of this year was the Pacific Gas and Electric Company 
lowest in their history. Whatever , 
may be the prospects of future ay , i 
improvement by reason of a shift } irst and Refunding Mortgage Bonds ifs 
toward higher yielding types of 
investment, this development «2% -/ Of 
clearly is not yet upon “ny Fur- series Q, 2%3%, due December I, 1980 
thermore, any increase in the ex- 
pected rete of return has claims Dated June 1, 1947 Due December 1. 1980 
upon it prior to that of dividends. : : ’ . 

For example, it is not yet clear = : 
that the end of rising expenses is 
in sight. Nor, I think, can any of 
us be satisfied that all of the re- Canis » Pincntctes may he dhtained from indersigned only by persons t n 
quirements of improving the sur- Pr ae ersigned } legally offer these securities under applicable securities t 


plus position of our banks have 
been fully met. The additions to 
|surplus in the first-half of 1947 
were only about half as large as 
in the same period last year. 

It is true that the share of risk 
|assets in your banks is lower than 
‘ever before and the demands on 
current income to cover accumu- 
| lated losses have been largely met. 
|Nevertheless, loans are being 
made today on which losses will 
later be realized. Nor is it suffi- 
icient to point to the predominance 
of amortized loans and to the de- 
‘velopment of insurance ana of 
‘government guaranties. The re- 
| sponsibility for savings banking is 
still in the hands of savings bank- 
ers and there, I take it, is where 
we want to keep it. But we can- 
not keep this responsibility if we 
pursue policies which are saved 
from the stamp of recklessness 

(Continued on page 31) 


| 


ments, You 
will forgive 
me, I am sure, 





if =I .do not 
stop to qual- 
fifty every 


statement that 


I make. at- 
taching all 
ithe ifs and 
| buts that are 


implicitly 
there, but that 
might lead to 
a misunder- 
Standin:z 


between us if 
I put them 


fall in. 


| Shniieaaitaiies 1947 or in 1948. | | 

; In September, 1946, after the} 
| Recently there has been a lot|preak in secu rity prices, we| 
}of bickering back and forth be-| Warned clients as follows: “Dan-| 
tween optimists and pessimists. ger signals begin to ‘flash well 
Financial writers have mn the before the economy reaches a| 
7 etn Met yee — pave sharp turning point. We have| 
Sioated because some economists | charted these beacons and con-| 
became prematurely pessimistic. tinue to emphasize their impor-| 
Even such a prominent figure as!tance. But do they mean that a 


Mr. Sloane has issued statements 
that 
optimism, 
being 
might be a minor adjustment here 


to the press 
unrestrained 
| qualification 


|I believe will follow, 


Pessimism Last Fall Was 


Economic and Political Tendencies 


A. 


SY 


W. ZELOMEK* 


President, International Statistical Bureau, Inc. 
Economist, Fairchild Publications 


SO 


Because mi 
came prematu! 


ithe first time 


|these have 
| Hartman’s 


a 
req 





Statistician reviews recent economic and political trends and forecasts, in line with past history, the post- 
war inflation will be followed by relatively sharp setback in production and wholesale prices, but sees no 
danger of major depression within near future. 


Says basic distortion now is production of goods in 


nS 
‘ely 


bearing 
uest to ol 


forecasters 


excess of what can be consumed indefinitely at current price levels. 

I shall try to be specific and definite and clear today. 
description of events leading up to the present situation, as well as my description of what 
IS an opinion based on a careful and 


be- 


pessimistic last 
| Fall, and by way of introduction 
to those of you I am meeting for 
would 
|review very briefly some of our 
|earlier opinions, especially since 


to 


like 


Mr. | 


on | 
the 


itline 


events leading up to the present 


al- 
any 
time 


ym is 
ving 
‘irst 
1945, | 


eT, 


time. 

| An early postwar boc 

most a certainty folloy 
destructive war. The { 

|we made a written estimate of its 
duration was in Decem|! 

when we estimated 


A. W. Zelomck 


turning point 
showed almost 
the only 


; will 
that there 


prices 
sharply? 


soon 


has alre: 


be 


“We believe they do not. 


that the 


downward phase of the first post- 
war business cycle would come in| 


idy been 


reached: that production and 
dropping , 


On 


You will understand that my 


continuous study of develop- 
or so Many kets are 
now getting a seasonal which 
was predictable and should cause 


days 


mar 


lift 


no surprise, but which wi!) com 
vince many businessmen that the 
readjustment period } about 
over.” 


A Few Fundamentals 

to decide 
e ot there 
The 
larly 
focus 
most impor- 
int out 
markets 
produceck 


Our problem today is 
where we are, how we 
and where are we going. 
most important thing tic 
since time limited 
our attention on the 
tant factors. Let 
that there are four chief 
for goods and services 
in the United States. 


ae 
is is to 


me 


(1) The domestic consumer 

(2) The foreign ~arket 

(3) The government, and 

(4) The domestic businessman, 

These are all important, but the 
first one is far and away the most 
important of all. Consumnptien of 
goods and services by domestic 
consumers, as reported most re- 
cently, was at an annual rote of 
$159 billion; exports were at the 
rate of $13.8 billion; government 
expenditures were at the rote o€ 


e* 


pencitures 
t a rate of 


$27.6 billion, and 
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Securities Salesman’s Corner 


By JOHN DUTTON 

















Several weeks ago I was visiting with the sales manager of the 
investment department of a large member firm and in the course of 
conversation he remarked that even considering that business was at 
a low ebb of activitv at least his men were making their calls, and 


following up the leads which he gave to them. 


It is very foolish for 


any man to continue in the security business if he believes that he 
can go on indefinitely doing business with a set group of clients. Un- 


less you acquire new contacts, and points of radiation for the acquisi- | 


{ion of new accounts. you will ultimately find out that you will be 


out of this business. 


There is 2 high mortality rate in the security business for many 


reasons. 


You lose customers because they become dissasisfied with 


the market action of one or two securities which you may have sold 
them and, despite all that you can do about it, they feel they must 
try some other firm or salesman. Usually these people are primarily 
concerned with market appreciation and are speculatively inclined. 
However, if you want to do a sufficiently large volume of business it 
is necessary to have as many speculative accounts as you can obtain 
for the simple reason that under present tax laws, and low interest 
rates on out and out investments, the American people have been 
forced into speculation. We are no longer in the investment business 


today. 


Of course, there are always a large number of retired people who 


desire more conservative securities and despite the foregoing handi- | 


caps to capital accumulation, they continue to look for security and 


income. 


But this group is composed of older people whose life ex- 


pectancy is quite short and the turnover rate among that portion ot 
vour clients is unusually high. Then people move away into other 
localities and because of the inconvenience of travel you cannot see 
them often enough to properly service their accounts. So the old say- 
ing goes that you change your clieniele completely every five years 


in the securities business. 


I don’t know whether or not this is so but 


am quite sure thai you do lose customers for many reasons beyond 
your control, and if you do not go out and constantly add to your 
clientele, you are going to regret it someday. 

Then there is the question of fairness to the firm fos which you 


are working. 


When any advertisement is mailed out to a large list of 


prospective security buyers, or an advertising campaign is conducted 
in the papers, it costs money and it take up the valuable time of men 
who are trying to do something constructive for you and your entire 
organization. It is sheer waste to take a handful of leads and let them 
grow stale on your desk. It is unfair to the boss and even more so to 


the salesmen who does this. 


Any man who isn’t square enough with 


himself and his employer to get out and see the people who have in- 
quired about an advertising offer should get out of this business. Not 
only that, but if he is asked to turn in an intelligent report on these 
prospects he should feel that he is duty bound to do so. A good sales- 
man can analyze the possibilities of doing business with a customer 
in one interview. Sometimes he knows instinctively that he isn’t the 
man for the iob. Maybe it is a quirk of personality that doesn’t just 


jibe too well and another man may fill the bill. 


Why not tell the 


boss about it and turn the card over to someone else who probably 


can do business where you can’t. 
that no man can sell everybody. 
he 


There is no disgrace in admitting 
I once had a salesman tell me that 
called on a prospect several times and finally said to this man, 


“T don’t know wihai it is Mr. Prospect but I have the feeling that even 
though vou have been very polite to me on the several occasions I 
have called to see you, I don’t think you really feel that we can ever 


do business together.” 


That is a pretty straight shot down tle middle 


and [I doubt very much if such a remark should be used by salesmen 
very often but in this case it was effective. The prospect answered 
that he didn’t have anything against this salesman, but when he 
thought about it for a minute he remembered that this salesman re- 
sembled someone who at one time had done him a great disservice 
and for this reason he couldn’t help but remember the unpleasant 
experience as soon as he came in the door. 

If we spent as much intelligent time seeing people as much as 


possible, and then followed up these calls with systematic efforts | 


cirected toward obtaining an order, we could do a larger volume of 
business in periods of hesitancy and dullness than we are doing to- 
day. Remember there are fewer salesmen calling on your prospects 
when times are slow—this is an added factor in your favor. 


Chiles, Huey Co. 

(Special to THE FINANCIAL CHRONICLE) 

OMAHA, NEB. — Chiles, Huey 
Co. has been formed with offices 
in the Omaha National Bank 
Building, to engage in the se- 
curities business. Principals of 
the firm are Lee A. Huey and 


-_ 


Warren D. Chiles. Mr. Huey was | 


formerly proprietor of L. A. Huey 
Company; Mr. Chiles was with 
Kirkpatrick-Pettis & Co. 


With Bourbeau & Douglass 

(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Guy 
Herring, Harry D. Herring, and 
John C. McCarthy have become 
associated with Bourbeau) & 
Douglass, 510 South Spring Street. 
Mr. McCarthy was_ previously 
with C. A. Botzum Co.; the others 
were with Maxwell, Marshall & 
Co. 
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Lessons From Reconversion 


(Continued from page 2) 
who despite all the difficulties 
really made it a Promised Land, 
should have an incurable convic- 
ition that they can ignore natural 
laws, go contrary to all the estab- 
lished rules, fly in the face of ex- 
perience. Nations, like individ- 
| uals, insist on making their own 


errors, are slow to learn from 
the experience of others. And a 
|nation which is capable of tre- 


|mendous accomplishments seems 
| capable of blunders on an equally 
grand scale. It has been so with 
US. 

In the brief period since V-J 
Day, cur national policy has been, 
and to a considerable degree still 
is, under the influence of eco- 
nomic doctrines which, in the 
main, assume that we can eat our 
share of the cake and still have 
| plenty left on the plate for the 
next meal. 

First Major Error 
The first major error was based 
| on the unusual assumption that a 
| national economy can face in two 
directions at the same time; that 


there can be large-scale unem- 
ployment even in the face of a 
universal demand for every 


imaginable item that our factories 
can produce, and a_ purchasing 
power adequate to support that 
demand. Perhaps. in the manner 
of a chain reaction, it was this 
misconception which led to all the 
cthers. 

At any rate, in the 
which followed we have seen and 
heard vigorous advocates of such 
dogmas as these: 

That wages and salaries can go 
up, both sharply and consistently, 
without compensating rises’ in 

| production and without disloca- 
| tion of the price structure, 

That money can be plentiful 
and goods in demand and cheap at 
the same time, 

That a high volume of exports 
can be maintained without a cor- 
respondingly high volume of im- 
ports, 

That we can be banker, manu- 
facturer, merchant and_ philan- 
thropist to the rest of the world 


without drastic effect on our na- | 


tional inventory, our bank balance 
or our cost of living, 

That government can _ indefi- 
nitely, in peace as well as in war, 
take a principal slice out of the 
national income without crippling 


the taxpayer’s ambition and with- 


|out ultimate damage to his stand- 
| ard of living, 
| That so-called national plan- 
ning, which ignores human nature 
|as well as economic laws, can be 
| a successful substitute for the op- 
portunities and incentives which 
_always have moved men to do 
| their best for their fellows as well 
|as for themselves. 


This is not intended to be a 
complete catalog of Our = sins| 
lagainst economic nature and 


against ourselves. But the list is 
long enough to indicate that we 
are indeed a sanguine race of 
men, always hoping that this time 
is just the time when two added 
'to two will turn out to be five 
‘and a half. Our history may be 
‘such as to justify some faith in 
| miracles; but both as individuals 
‘and as a nation we should be 
mature enough to quit believing 
that the law of supply and de- 
'mand can be suspended just be- 
|/cause a public opinion poll says 
| that it ought to be. 


| Price Misconceptions 

| Most of our popular misconcep- 
'tions have revolved around the 
| question of prices. This is natural 
/€nough, since the price level is 
ithe index of economic stability 
'or of economic dislocation. But 


the disease itself; prices are noth- 


| ing but the mercury in the ther- 


Ours is the fever of inflation, 


months 


prices are only a symptom, not} 


/mometer that tells the diagnos-| 
| tician that the patient has a fever. | 


and the causes are so clearly ap- 
that the whole subject 


parent 

[should be taken out of the emo- 
tional realm and left to logical | 
'discussion and treatment. Gov- 


ernment debt, accelerated by war 


expenditures, has resulted in our | 
manufacturing money, both in the 


form of currency and of bank 
credits, at an unprecedented rate. 
This money, more widely distrib- 
uted than ever before because of 
wage and salary increases, is bid- 
ding eagerly for a volume of goods 
which is not yet sufficient to fill 
the vacuum produced by war. 
On top of our own rise in pur- 
chasing power are the cruel short- 


ages in Europe, and the resulting |! 
craving tor everything that Amer- | 


ica can produce. Our sales and 
cur gifts to Europe have drained 
away part of our supply of goods, 
and so prices have risen even 
higher. 

While it may be normal human 
nature to look for 
there is neither justice nor profit 
in such a procedure. The real 
culprits are the men who brought 
about world-wide war, most of 


whom are beyond reach of further | 


More is to be gained 
by 


-unishment. 
by seeking for remedies, and 
making those remedies 
and available to all. 
American public needs a_ great 
deal more light and considerably 
less heat. 
Clear-Cut Remedies 
The remedies are as clear-cut 
as the causes. What is needed 
an increase in productivity, both 


is 


here and elsewhere throughout 
the world, and an allowance of 
time sufficient for that produc- 


tivity to take effect. 

In the past, increased 
tivity and declining unit labor 
costs in American factories, mines 
and farms have accounted for the 


produc- 


increase in our real incomes and 
standard of living. Here is an 
illustration of what I mean. It 
goes pack to the revolutionary 
practices of Henry Ford and his 
Mode! T automobile. 


In 1809 the Model T sold at the 
factory tor $950. The average 
hourly wage rate in the Ford fac- 
| tory was then 22'» cents; the 
work-week was 60 hours, and the 
average weekly wage was $13.50. 

Fifteen years later, the Model T 
sold for $1,290 instead of $950; 
the average wage rate had _ in- 
ereased nearly four times to 83 
cents an hour; the work-week 
had been reduced from 60 to 48 
hours, and weekly wages were 
just under $40, or nearly three 
times the pay for four-fifths of 
the original hours of work. 

You can see that everyone prof- 
ited. More people were able to 
i buy automobiles, workers received 
(higher incomes for fewer hours 
of work. 





| Productivity Trend Has Changed 
Unfortunately, the long estab- 
| lished trend of increased produc- 
| tivity in American industry has 
changed. Since 1933, the’ unit 
labor costs in American manufac- 
turing have been increasing, And 
the postwar wage increases have 
really sent them up. 

Just as long as the desire to 
consume is greater than the abil- 
ity or the willingness to produce, 
and just as long as supply and 
demand are out of balance, we 
shall have high prices. 

This matter of balance is what 
needs to be feared in the world 
of prices. We could operate safely 
on any price level if we were 
smart enough to be able to in- 
crease all incomes and all prices 
by the same ratio. The dangers 
arising from a rap.dly changing 
| price level are founded in unbal- 
‘ances, not in the height or depth 
of the average price level. 





expect to operate permanently on 


a price plateau’ substantially 


scapegoats, | 


apparent | 
On this, the’ 


As a matter of fact, we must | 


higher than anything in our pre- 
war experience. The dollar of 
1947 and succeeding years is and 
will be as different from the dol- 
ilar of th ’30s as that dollar was 
different from the dollar we knew 
before World War I. 

If there is one human agency 
that can do more than any other 
to aid in the stabilization of prices 


ithrough providing incentives for 
|increased productivity, it is the 
lagency of government. And it is 


a major irony of our times that 
governments, both our own and 
those of other countries, should 
|simultaneously be so eager to as- 
s'st their citizens and vet so blun- 
der-ng in blocking their progress. 
It is as though a football lineman 
were to tackle his own halfback, 
instead of providing the interfer- 
ence that is necessary to carry 
him to a touchdown. 

With what doubtless have been 
the best intentions, our govern- 
ment has done practically every- 
thing, by word and by deed, to 
restrict production, to intensify 
shortages, and consequently to 
send prices skyrocketing. Yet that 
same government has it within 
its power, by cutting its own cost 
of operation, to help in lowering 
all costs and prices and in accel- 
erating every form of production 
and distribution. 

When our people fully realize 
that they are spending more for 


government than for food, and 
'that our bill for federal govern- 
ment alone has increased more 
than seven times in a period in 
Which the food bill has only 


tripled, they will agree with the 
financia] writer who said recently 
that there should be a cost-of- 
government index to be published 
alongside the cost-of-living index. 

If we wonder why prices have 
reached the stratosphere, we need 
look no further than the 25% of 
our all-time-high national income 
which we pav tor the extrava- 
gances as well as the privileges 
of our form of government. Nor 
need we look beyond that fact to 
discover the reason why enter- 
prise is shackled and the venture 
capital so essential to our national 
progress is dried up at the source, 

Unfortunately, national taxing 
policies are not alone in working 
at cross-purposes with the com- 
mon good. In our own state, for 
example, in recent years we have 
witnessed a slowdown in the 
growth of new durable goods in- 
dustries and in the expansion of 
manufacturing corporations long 
established here. 

One of the principal obstruc- 
tions standing in the way of more 
rapid industrial expansion in 
Pennsylvania, I am_ convinced, 
has been the short-sightedness of 
our State in postponing an effec- 
tive date for exempting manufac- 
turing concerns from the capital 
stock tax. Many companies, in- 
cluding my own, banked on this 
promised tax relief at the time 
they undertook costly expansion 


moves within this State in pref- 
erence to other states. I say 
“Promised tax relief’ because 


these companies had every right 
to rely on a state policy, expressed 
in legislative form, that had the 
backing of a previous Republican 
Administration. 

This policy of postponement, I 
grant, is an easy course to follow, 
pecause there are relatively few 
manufacturers compared with the 
total number of voters in Penn- 
sylvania. And also because indus- 
trial management has failed to 
educate the general public on the 
dangers of such a course that is 
failing to encourage industrial de- 
velopment of our State. Mean- 
while, other States are offering 
glittering inducements to indus- 
tries that will settle within their 
| borders. 


If the voters of our State really 
|, understood these facts, I'm con- 
fident we would not have today’s 
| startling paradox of our State De- 
| partment of Commerce doing its 
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level best to bring new industries 
to Pennsylvania while we permit 
high taxes to discourage them 
from entering our State. 


Affirmative Lessons 

rf have dwelt overlong on 
these negative lessons, it is be- 
cause they help to point up and 
to provide a background for the 
affirmative and positive lessons 
which, to me, have stood out just 
as plainly. 

First of these lessons is a re- 
newed conviction of the rightness 
of our American system of demo- 
cratic capitalism. Although some 
of our detractors argue that this 
system is doomed to decay and 
dissolution because it is old and 
worn out, actually it is still in its 
vigorous youth by contrast with 


I 


State-controlled economies and 
totalitarian ways of living. Our 
system of enterprise began less 


ihan 200 years ago, with the birth 
of technology. It grew part and 
parcel with our democracy. 

In all previous centuries, the 


multitudes of common people had | 


been helplessly dependent upon 
central authority and the strength 
of their own two arms for the 
barest existence. Poverty and 
tyranny went hand in hand, even 
as they do today. 

Our American capitalistic sys- 
tem has provided our citizens with 
greater wealth and more comforts 
than have been possessed by any 
other nation: and today, when 
critics that it on the de- 
cline, it is producing three times 
as much for each of us it did 
in 1900. This is true even though 
cur population is almost twice as 
Zreat. and our average working 
hours are 30° less than at the 
turn of the century. 

While every other system 
failed in the tests either of war 
Or of peace, Ours has proved its 
power, its resourcefulness, and its 
productive and recuperative abil- 
ities. It has risen to new heights 
in spite of mistakes and blunders 
jn diagnosis and treatment that 
would have wrecked a less rugged 
constitution. Of all these things 
we have ample evidence; but the 
greatest single proof that in 
this period of crisis, all the rest 
of the world has turned to the 
cone great remaining free enter- 
prise country to make up the 
scarcities that war and Socialism 
and dictatorship have’ brought 
about. 

Another of our positive lessons 
is that of interdependence. In 
this one world of atomic power 
and radar and globe-circling air- 


is 


Say 


as 


has 


is 


planes, this lesson should come 
easily; but in the main we have 
Jearned it in the hard way. But 
it is now being borne in on us 


that in the individual enterprise, 
stockholders and employees and 
management and customers and 
public must all benefit, or in the 
long run none will. Nationally, 
we are learning that prosperity 
and welfare must be general, and 


that no group can long retain 
specia! privileges or advantages 
without damage to all. In the 
world at large, we are learning 
than when the French farmer 


plants less wheat because the de- 
preciated franc will not buy the 
goods he wants, the American 
housewite pays more for what 
goes into her market basket. 

This leads logically to the les- 
son that the law of compensation, 


the law of cause and effect. the 
law of action and reaction, are 


still in working order. If we have 


learned anything, we should have | 


learned that; and let us hope that 
it will control our opinions and 


govern our actions more in the 
future than it has in the recent 
past. 


Let us, as a people, be broad- 
minded but hard-headed, willing 
to look an issue squarely in the 
eye. If we really believe in a 
principle or a policy, let us act 
consistently with it, and accept 
the unpleasant as well as the 


pleasant results. If we really want 
something, we must be willing to 
pay the price. We must remember 
that the political and economic 
|highways of the world are two- 
| way streets. 

Free Enterprise: Its Risks and 

Penalties 

If we want the benefits of free 
competitive enterprise, let us ac- 
|cept its risks and penalties, with- 
out asking the government to hold 
an umbrella over us, If we want 
|higher incomes, we must realize 
i'that everybody else does, too, and 
{that higher incomes mean higher 
|}prices. If we want full employ- 
|ment, let’s Keep our eyes open to 
ithe fact that it means competitive 
bidding for goods and services. 
| If we want to retain the status 
lof a creditor nation, we must be 
| prepared to take the risks of the 
lender and supplier, If we want 
our goods to sell in foreign coun- 
tries, we must be reconciled to 
admitting foreign products here. 
If we want lower taxes, we must 
be willing to accept a reduction 
lin government services. 

If we are to continue to play 
fairy godmother to other peoples, 
we must tighten our belts and do 
|with less at home. If we are to 
remain a strong military power, 


we must be willing to pay for the] 


materiel of war and to see our 
boys go into uniform. If we are 
to retain our personal and our na- 
tional freedom, we must remember 


that freedom is not granted. but 
that it has to be fought for and 
won. 

Which brings me to the final 
lesson, a lesson that is direct and 
personal to the American busi- 
ness man, and particularly to 
those who, like yourselves, are 
leaders of thought and action in 
your communities and your in- 
dustries, 

That lesson is this, that if our 
American form of democracy, our 


American system of capitalism, 
are all that we think and know 
them to be, then we have a spe- 
cial obligation as managers of in- 
dustry both to keep them oper- 
ating in such a way as to produce 
l the greatest good for the greatest 
number, and to make those bene- 
fits fully and clearly known. 
Within the past few weeks you 
may have read the suggestions by 
Professor Sumner H. Slichter of 
Harvard and CIO President Philip 
Murray for labor-management 
conference to discuss our present- 
day economic problems. While, 
as Professor Slichter points out, 
|such a conference would probably 
fail to bring about an agreement 
on corrective action, it might 
nevertheless focus the public's 


a 


}attention on our common prob- | 


| lems, Certainly industry and busi- 
| ° s 2 
ness would have nothing to fear 


from such an open airing of the, 


|issues. It might be justified if it 
i|did nothing more than give the 
|} American public a better under- 
standing of our system of enter- 
prise. 

| Much of the misunderstanding 
and the turmoil of recent years 
might have been avoided if you 
and I had done our best all the 
time to spread the gospel of this 


system. Without broad _ public 
knowledge of this American sys- 
tem, and popular trust in its 


istrength, we can expect further 
| misunderstanding, and the con- 
.tinuance of wrong diagnosis and 
treatment for any of our ills. And 
|every time trouble arises, we are 
‘likely again to take a little more 
of the useless and harmful medi- 
cine prescribed by those who 
i would move us a little further 
|away from freedom and a little 
nearer to collectivism. 

The system that has produced 
freedom for all, that has distribu- 
|ted opportunity and comfort and 
| security on a grander scale than 
j;at any other time and place in 
history, does not need defense or 
apology. It does need, and it de- 
serves, promotion and evangelism. 
'If we rededicate ourselves to that 
undertaking, we shall be taking 
ithe last and most essential step 
|in the reconversion of our nation 
‘and its people. 





Causes and Cure of Trends Toward Monopoly 














(Continued from page 4) 
or a possible criticism from the | 
Securities and Exchange Commis- | 
sion? 

Role of Security Dealers 

The security dealers of this | 
country could give the govern-| 
ment economists and Congress 
some correct information as to| 
why small business is selling out 
to big business today. We know 
the problems because we talk with 
management and with investors 
along the lines of reality instead 
of bookish theory. In our busi- 
ness we deal with hard cash, and 
if you want to know the truth 
about any man’s convictions have 
him back it up with his dollars. 
As long as New Deal taxes stran- 
gle effort, curtail enthusiasm, and 
destroy business confidence the 
small businessman in this coun- 
try will continue to seek a tax 
shelter for himself and his family. 
Under present capital gains tax 
rulings he can make more profit 
by selling out his business at an 
inflated value than continuing to 
labor and risk his capital while 
his fair-weather political friends 
in Washington (who are always 
telling him how much they would 
like to help him) are doing every- 
thing within their power to main- 


tain a 40% shakedown in effect 
against his profits. Meanwhile he 
must bear all the losses if any 


arise in the future. 


A Case Cited 

Unlike the Senator and his fel- 
low proponents of left-wing eco- 
nomics when they assert an opin- 
ion, I will present proof for the 
foregoing statements. For the past 
several years I have been a stock- 
holder in a small enterprise which 
has had the benefit of excellent 
products and superior manage- 
ment. For years this company has 
been handicapped by a lack of 
initial capital investment. The 
business has grown physically, 
mentally and in good reputation 
with its customers. But the tax 


| possibilities. 


| agement 


eaters haven’t allowed us to save 
enough to keep pace either with 
our present capacity, or future 
By dint of excellent 
and the 


financial maneuvering 


|extensive use of commercial fac- 


tors, the company was able to do 
a gross volume of business in 1946 
amounting to about $2,2: 


a ee 


of 


an average working capital 
only about $200,000. Considering 
that this company is in a field 


where the manufacture of finished 
products must be converted from 


curities dealer would ask his cus- 
tomers to buy stock in your com- 
pany when the government takes 
$47,000 and leaves you a paltry 


| $23,000 with which to pay divi- 
|dends or to expand your busi- 
| ness?” That is why this company 


| and many others are saying to big 


30,000 on business today: ‘Go ahead, buy us 


| out. We've got the brains, and 
(the products but we can’t make 
the most of our opportunities, 


| maybe you can do it, BECAUSE 


raw materials into salable items | 
it is obvious that sales of about | 
11 times working capital neces- 


sitated some very competent man- 
of a financial nature. 
After charges and costs, including 
a sizable item for retooling (in 
order to keep pace with progress 
and competition in a highly spe- 
cialized industry) the net earnings 
for the year, BEFORE TAXES, 
came to about $70,000. However, 
the Federal Government was right 
there to collect, and here is what 
went out of this business in taxes: 
$32,000 for taxes in 1946, $10,000 
for back taxes claimed for prior 
years, and another $5,000 for 
additional termination 





claims | 


YOU HAVE THE MONEY!” 


Reduce Business Taxes 

That, Senator O'Mahoney, is 
just one case out of many which 
exist throughout our nation today. 
If you want to halt the trend to- 
ward monopoly: reduce the taxes 
on business, restore economy in 
our government in Washington, 
re-establish faith in the American 
dollar through the resumption of 
sound fiscal policies, and quit try- 
ing to kid the American people 
into believing that a small group 
of big business devils are the 
causes of all the evils in our econ- 
omy. That is a line the Russians 
are using and it is wearing pretty 
thin. You might also remind our 


aha co sees — QA P P Ar : 
charged back to 1945—a total for | people that you can’t have lasting 


the tax eaters of $47,000. There 


are about 150 stockholders in this } 


little company. For more than 
10 years we have been plugging 
away trying to build up a busi- 
ness that would be a benefit to 
our country and ourselves. We 
own many new patents of poten- 
tial benefit to a large and grow- 
ing industry, but they cannot be 
marketed today because we have 
insufficient capital. The more we 
make the more our politicians in 
Washington spend, and then turn 
around and tax away from us. 
That is why, Senator O’Mahoney, 
when I was asked by the directors 
of this company whether or not 


prosperity based upon the propo- 
sition that we should each one of 
us work less while trying to se- 
cure a constant increase in money 
wages. The whole probiem of 
monopoly and highly distorted 
price levels is primarily within 
the province of the government 
in Washington to correct. Busi- 
j;ness cannot solve these problems: 
It can only suffer and squirm 
while you politicians place the 
blame for all the ills of the peo- 
ple on strawmen whom you never 


|name, AND MORE RESTRICTIVE 
| LEGISLATION ADDED TO OUR 
| PRESENT BURDENS WILL ON- 





} 
| 
| 
| 


this corporation should attempt to | LY INCREASE OUR DIFFICUL- 


sell more equity common stock 


to the public, that I replied: ‘*Do 


' TIES, HASTENING THE DAY OF 
|EVENTUAL BREAKDOWN IN 


you think any self-respecting se- OUR ENTIRE ECONOMY. 
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The ceturn of Finance Minister 
beginning of the serious discussion stage of Canada’s U. S. 
It will soon be known to what extent the many recent ru- 
and whether the Dominion will now depart 


probiem. 
mors were well founded, 


from its traditional economic course as a result of res 
Despite the many reports to the contrary, it is not to be antici- | 


its o-—— : 


pated that Canada will base 
@duture policy on the various un- 
constructive measures that have 
been confidently predicted. Cur- 
wency devaluation in the present 
circumstances would have little 
wr no effect on the present U. S.- 
Canadian balance of trade. Cana- 
dian exports to this country con- 
stitute for the most part essential 
U. S. imports which would not be 
affected to any important degree 


iy any change in the Canadian 
dollar parity. In view of the pre- 
wailiiig relatively lower level of 


Canadian prices it is not the value 
of the Canadian dollar that should 
be lowered in order to stimulate 
Canadian exports but the level of 
WU. S. tariffs which presents an in- 
surmountable barrier to many 
Canadian exportable items. 

With regard to Canadian im- 
ports from this country these also 
to a large extent are essential to 
4he maintenance of the present 
Yevel of the Canadian econ- 
omy and consequently devaluation 
would not serve as an effective 
deterent. If necessary, certain 
Juxury imvoorts and the invisible 
import constituted by Canadian 
travel in this country could be 
restricted by official action. 

The raising of a Canadian loan 
an this country also is likely to 
be coiusidered only as a last resort. 
Such a loan would serve only as 
a stop-gap measure and would 
not solve the long-range problem. 
In the same way drastic import 
restrictions would operate to un- 
balance the Canadian domestic 
economy and would also affect 
certain categories of Canadian ex- 
ports which are dependent on 
U. S. imports. Moreover, from the 
point of view of general policy 
Canada has always championed 
the cause of freeer multilateral 
frade and therefore will impose 
import restrictions only with the 
greatest reluctance. 

In the place of such more or less 
negative defensive measures it is 
probable that Canada will en- 
deavor to formulate a long-range 
scheme designed to remedy the 
chronic imbalance of trade with 
this country. There is moreover a 


happy precedent on which fu- 
ture planning can be based, name- 
ly the highly effective wartime 


Hyde Park arrangement. During 
the war asa result of the common 
pooling of resources U. S.-Cana- 
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Abbott to Ottawa will mark the 
dollar 


current pressures. 


dian trade was placed in balance 
for the first time and the experi- 
ment was also beneficial to the 
interests of this country. 

Today from the economic point 
of view the situation is even more 
serious than during the war. 
There is every reason therefore 
for earnest consideration to be 
given to such a plan, and especial- 
ly as it is becoming increasingly 
evident that this country can not 


continue indefinitely to furnish 
almost the total sum of the 
world’s urgent requirements. 


Within the framework of a prac- 
tical ‘‘Marshall Plan” a peacetime 
arrangement with Canada _ based 
on the Hyde Park Agreement 
would help to solve not only Can- 
ada’s immediate problems but also 
those of this country and the 
world at large, 

During the week the external 
section of the bond tnarket was 
dull and inactive but there was 
more activity in the internals 
which staged a recovery from 
their recent low level. Free funds 
also improved fractionally in spite | 
of the offerings r&ulting from 
the redemption of the Oct. 15 and 
Nov. 1 Dominion internal issues. 

Stocks continued to register 
modest gains but investors in gen- 
eral were still inclined to remain 
on the side-lines while the results 
of the deliberations in Ottawa re- 
main unannounced. 


| 





Municipal Bon Bond Club 
Holds Fall Outing 





SAN FRANCISCO, CALIF. — 
The Municipal Bond Club of San 
Francisco held its annual fall out- 
ing at which Mr. George Herring- 
ton of Orrick, Dahlquist, Neft, 
Brown & Herrington was _ pre- 
sented with a “$1,000 Relief Bond 


of the City and County of Her- 
rington, Calif.” An approving 
“legal cpinion” by David Wood 


of Wood, 
panied it. 

At the three-day party several 
similar bonds were distributed 
among the club members. 

Belden S. Gardner, Hannaford 
& Talbot, was Chairman of the 
Entertainment Commttee for the 
outing. 


King & Dawson accom- 
o 





Thomas, Bates, Hughes 
Forming in New York 


Thomas, Bates & Hughes, mem- 
bers of the New York Stock Ex- 
change, will be formed as of Nov. 
1 with offices at 61 Broadway, 
New York City. Partners will be 
Richard R. Thomas, exchange | 
member, J. Grenville Bates, and 
Frank J. Hughes. Mr. Thomas has 
recently been doing business as 
an individual floor broker; prior 
thereto he was a partner in 
Blanchard, Snow and Watts. 
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Free Enterprise Threatened by Vulnerable Europe 


(Continued from page 7) 
buying, or subsidies, or high taxes, 
or high tariff, or an oversupply of 


money, or any one of a number of 


other single causes, Anyone who 
has given the subject an adequate 
study, however, will agree that 
even a marked change in any one 
of these causes would not mate- 
rially reduce prices. In other 
words, the difficulty is a combina- 
tion of these factors and perhaps 
others. The effect is cumulative. 
When we ask a retail grocer about 
the high price of a given item, he 
will tell us that the reason is that, 
while his markups are actually 
lower, the wholesaler raised the 
price. The wholesaler will say 
that he had to raise the price be- 
-ause the producer raised the 
price. The producer will say that 
he had to raise the price because 
his materials and labor cost more. 
The laboring man will say he had 
to have higher wages because it 
cost him more to buy his goods 
from the retailer 


Complex Situation 
To illustrate the complexity of 
the situation we face, we might 
review the facts in regard to some 
of the charges made. It is true 
that industry generally, this year, 


| will probably show the largest 
dollar profit in its history, but 


that it is not true of every indus- 
try. No doubt there are some ex- 
cessive profits being made. On 
the other hand, some manufac- 
will tell you that not 
profit is made to allow 
for depreciation, obsolescence, 
techniques 
—and that American industry is 
being gradually liquidated. 

It is true that we are sending 
abroad tremendous amounts of 
foodstuffs, but they actually rep- 


|resent only a small fraction of our 


total production. That the quan- 
tity itself is probably not a major 
factor in price increases may be 
the fact that while 
2% of our meat supply was ex- 
ported from May, 1946, to May. 
1947, the wholesale price in- 
creased 83%. On the other hand 
when we export a large percent- 
age of crops that seriously affect 
other supplies here—such as 34% 
of our wheat crop—we can expect 
increased prices. The uncertainty 
of what is vet to be drained off is 
n unstabilizing factor. However, 
not sO much a ques- 
tion of the amount the govern- 
ment sends, as it is a question of 
what circum- 
supplies are bought 
and how they are used. 
Government buying practices 
are certainly open to the charge 
that they contribute materially to 
high prices. The government 
has, too frequently, bought at the 
too of the season and paid the 
highest prices. Certainly, the dis- 
government surplus 


ing, rather than using, govern- 
ment price-supvorted-food items, 
opens those policies to suspicion. 

Fair trade laws have contrib- 
uted their share, in some cases, 


‘toward maintaining prices above 


that level where competition 
would ordinarily set them. 
Increased labor costs have ob- 
viously had some effect all along 
the line. The fear of increasing. 
or the unwillingness to expand, 
production has certainly had some 
The general world food 
shortage and the surprising in- 
crease in food consumption in this 
eountry has obviously had some 
effect. Per capita consumption 
of food this vear will be about 
18% greater than it was in the 
1935-1939 period. Speculation has 


helped boost prices. The high 
cost of sovernment has been a 
factor. High taxes have contrib- 


these, and others. 
rolled together, have succeeded in 
raising the cost of living bevond 


| the price we can afford to have 
|}our citizens pay. 


Sometimes over- 
looked, too. is the obvious fact 
that we can’t have expensive gov- 


|our people, to be whether we shall 











ernment, foreign relief, a high na- 
tional income, a high standard of So 
living, an expanded military force, " 
and the high employment we have 
today and expect 1932 prices. In 
other words, to some degree the 
problem is not only the high cost 
of living, but also the high cost of 
a higher standard—and different 
kind—of living. 


Suggested Remedies 

far as our threatening in-« 
flation at home is concerned 
three principal suggestions have 
been made so far. 

One has been from those who, 
believing in the old “laissez-faire”’ 
theory, 
effective consumer resistance is 
met. A second proposal has beer 
{rom those who insist on a return 
to complete price control. A third 

enswer has come from those whe 
believe some form of voluntary 
reduction in food consumption is 
sufficient. 

So far 


Profits and Prices 
One of the most dangerous re- 
sults of the greatly increased cost 
of living is a growing change in 
the public’s attitude toward prof- 
its, In our American system, 


prices and profits are determined as the theory of letting 


by the law of supply and demand,| Prices go is concerned, I feet 
But that law has been taking an|Ceeply and strongly that would 


some politicians | be a most perilous risk. The point 

Many of our| Of consumer resistance is not fat 
off and the consumer resistance 
may well come in a form ex- 
tremely dangerous to our social 
and political beliefs. It may welt 
take the form of “chopping the 
patient’s head off to cure his sore 
throat.” That risk our nation car 
not take. 

The plan of returning to com- 


overhauling by 
and economists, 
people have jumped to the con- 
clusion that the sole reason for 
higher prices is excessive profits. 
Because of our people’s deep con- 
cern and the human trait of try- 
ing to place blame somewhere, 
many people have placed it there 
and have come, almost uncon- 
sciously, to believe that the profit 
system, in itself, is bad, There is| plete price control has been advo- 
no sin in a decent profit, but there} cated as the only solution—par- 
is a sin in a profit so large that it | ticularly by some representatives 
threatens the profit system.|of labor and consumer organiza- 
Those who mav be gaining such} tions. 
profits mav well be warned that | No 
their actions—even from. the ; 


iesser authority than Mr, 
: ACU ] : Chester Bowles, former Adminis 
point of view of their own gain— | trator of OPA. told our Subcom- 
are shortsighted, indeed. It is| mittee that. in his estimation. 
difficult to successfully preach the| such @ return of controls was not 
doctrines of liberty and equality | only impossible, but that he per- 


and opportunity and free enter-| conally would not want to try it, 
prise to a man whose children | Those who advocate such an ap- 
want for adequate food and shel- | parently simple solution, appear 
ter. sae to forget that, even under OPA, 

That is the condition we pow prices rose steadily; that OPA 


have at home and it mav well seal 
the fate of other nations already 
in a precarious dilemma. 

The recent war left m 
people in other nations homeless, 


price control was made _ possible 
during the war largeiy through 
volunteer help: that controls were 
cnforced largely by the wartime 
tarvi { liticall lisorgan patriotic motives of our citizens? 
Starving an OLITICALITV GISO ont, 41 1 

ized Or * Bt lad cc me to end that even so—black markets 
IZec. — peer a tage and artificial] shortages were 
realize that America, today, can . oats ‘ 

eee ene ae ae '.| Widespread. 

not be an_ isolated island otf 
wealth. America. today, is the 
neighbor of the world. We can 
not build up a shining palace of | Volunteer helpers needed to carry 
plenty in the midst of an ill-|@ut Such a vast program, not 
clothed. undernourished. desper-| ould we have the same patriotic 


illions ot 


Today, we would neither be 


able to obtain the thousands of 


ate people. We have already seen | “'se of enforcement that existed 
an aggressive political ideology during wartime. Further than 
march west over Europe, prey-| that, if we should return to acom- 
ing on the hopelessness of those plete control of all prices, we 


imight well find ourselves a long 
of | way along the road toward so- 
cialization of our production and 
aistribution. If we have controls 
}now in peacetime, when can we 
expect not to have them? I have 


peoples 
The choice appears, to some 


sacrifice some of our wealth for 
the humanitarian relief of other 
nations. The real choice is} 


whether we shall help rebuild |nmo doubt that some of those who 
weak nations into economically | clamor most loudly for the returt 
free peace-preserving neighbors | of complete price control have 


and paying customers for our pro-| that in mind. However, if this 
duction. or whether we shall| condition continues to grow worse, 
abandon them to an aggressive! it wil! indeed, take a strong love 
political invasion to be absorbed | ol free enterprise to prevent that 
as a part of a potential threat to| action. 

our own freedoms, If we are; The theory of a voluntary re- 
forced to choose the latter, we can) Cuction of food consumption has 


not expect peace in the world, nor | been advanced recently by many 
can we long avoid a threatening} well known leaders in our Gov- 


Some have called the 
proposal “consumer resistance.” 
has chosen to use, internationally,| Others have called it “economy 
the only method of economic re-| and saving.” A member of the 
construction it apparently Knows] President’s Cabinet this week 
-the old pump priming system} called it “tightening our belts.’’ 
reminescent of WPA days here—| Others, unfortunately from a po 
we see the rest of the world little | litical viewpoint, have called it 
better off today than it was two! “eating less.” The fact remains 
years ago when we began our| that a!l these proposals amount to 
expensive campaign of rehabilita-| essentially the same action—re- 
tion. Many of our people, watch- | duce demand and so reduce prices, 
ing that unsuccessful effort, and While it is to be hoped that 
at the same time becoming more| reduced buying will have a good 
worried over their own cost of | effect—and certainly the Presi- 
living, have come to the conclu-| dent’s appeal deserves our full 
sion that the two are directly re-| and active support—such a pro- 
lated. They are being driven| posal generally ignores two im-= 
foward the conclusion that we! portant points and so can prob- 
may need to abandon Europe in| ably not be depended upon as a 
the face of rising difficulties at! complete solution. 
home. | If our people are driven One point is that the present 
back to such a dangerous new high prices have already forced 
isolationism, it will be a direct} joy, income consumers to eat less 
result of this ill-conceived policy | anq tighten their belts. To a man 
of indiscriminate relief. with an income of $30 or $40 a 
There are the problems! Now week trying to feed several chil- 
what are we going to do about dren. it will be little change to 
them? |have as many meatless and egg- 


ernment. 


political invasion at home. 
Because our Administration 
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less days as the Administration 


might suggest. Of course, if peo- 
ple of higher incomes. who can 
still afford abundant food, prac- 
lice a program of economy and 
sacrifice, they will make a real 
contribution. 

The second weakness of. this 
Suggested program is that, as we 
all know, it is most difficult to 


establish an effective program of 
voluntarily reduced demand. We 
need only recall that, even under 
the pressure of wartime emer- 
#ency, a similar program was soon 


supplanted by controls and ra- 
tioning. 

Though I join in every hope 
for the success of this program 


and believe that our people should 
and will cooperate to make it 
have some effect, it does raise 
several questions. Are we to 
assume that a government-en- 
couraged reduction in buying is 


the only direction of attack the 
Administration proposes to pur- 
sue, or is this to be—again—a 
“backdoor” approach to price 
control? Are we to assume, in 
spite of past denials, that this 
program means—as it implies— 
that cur food difficulties are 
large!y traceable to our foreign 


relief efforts? Is there not a dis- 
tinct danger that this implication 
will lead our people to believe 
that the choice must be _ solely 
between high prices and foreign 
relief, and so encourage them to 
choose the dangerous alternative 
of economic isolationism which it 
is the very purpose of the pro- 
Bram to avoid? 

It is. of course, easier to damn 
than solve, but all those solutions 
appear to be either inadequate or 


Ss, 


undesirable. 

A number of other proposals 
have been made to our Subcom- 
mittee. No one of these in itself 
would probably be sufficient, but 
it is my hope that in some com- 
bination of them there is a key 
to the dangerous spiral of infla- 
lion. Our Committee has so far 
reconimended to the President 
only that margins be increased 
to reauce speculation in com- 


modity markets. It was gratifying 


that the President urged such in- 
creased margins this week and | 
that there was a cooperative re- 
sponse. 

I do not feel that I can make 
specific recommendations now 
because Our work is not finished 


and I can not speak for the whole 
commiitee. In our hearings, wit- 
nesses have trequently suggested 
that systems of allocation for stra- 
tegic material be worked out; that 
we revise the methods and sched- 
uling of government purchases; 
that tariffs be reduced: that some 
export controls be reimposed;: that 
certain basic items of consumer 
£00ds be controiled at the source: 
that some version of the excess 
profits tax be reimposed and that 
taxes be reduced, particularly for 


those with the lowest incomes. 
All of these proposals deserve 
study. Perhaps none of them is 


acceptable to everyone, but those 
to whom they are unacceptable 
should well consider the alterna- 
tives. 

Until some legislative action 
can be taken, there are a number 
of things that the Government 
can do, that business can do, that 
labor can do, and that consumers 
can do, to improve the situation. 


Business Should Police Itself 

Business can, and should, take 
on the job of policing itself. An 
orderly and voluntary reduction 
of prices wherever possible is 
much to be preferred to business 
failures that might follow sharp 
drops. A reexamination of price 
structures; a reexamination of 
sources of supply and timing of 
purchases, a closer relationship 
between suppliers and distribu- 
tors, might all prove helpful. In 
Philadelphia, for example, the 
Chamber of Commerce and cer- 
tain of the stores have made some 
excelient progress in this direc- 


| -uptions in production that might 


!contribute to higher prices and 


by not seeking wage increases 
except where thoroughly justified 


the others. 

Consumers—particularly those 
with adequate incomes, could co- 
operate by resisting extraordinary 
high prices, by making sure that, 
particularly their food buying, is 
wise, conservative, and efficient. 

The Administration, with its 
vast powers and resources, could 
cooperate by revising its purchas- 
future 


announcements of 


ernment plan is not wasted. It is 
the obligation of the present 
Administration to take immediate 


cient, government procedures are 


constructing Europe also calls for 
some change and some action. 


about a united determined Amer- 
ican viewpoint. We have believed 
that no peace could come from 
divided people. We nave believed 
that we should all join together as 
one people united in our deter- 
mination to solve the difficult 
problems of one world. We have 


all supported that program—not 
because we want to lower our 
own living standard, but because 
we realize we need solvent cus- 
tomers for our production; not 
because we wish to set up bar- 


riers beyond which we would tell 





other nations “Thou snalt not 
pass,’ but because we wished to 
be surrounded by economically 
sound, peaceful, free nations who 
could be expected to support us 
in the preservation of our own 
democracy: not because we felt 
i1 our moral obligation to go to 
any length to feed all of the peo- 
ple of the world from our own 


wealth, but because we knew that 
there were forces abroad which 
could easily absorb—and use— 
weakened, hopeless people. 

We will, in the next few months, 
be expected to determine a new 
program that will certainly de- 
termine—in turn—our chance for 
continued peace. Let no one be- 
lieve that a Congressional grant 








tion. 
Labor could cooperate by mak- 
ing every effort to avoid inter- 


cf some billions of dollars will 
inagically or mysteriously cure 
the iliness of Europe. 


Adminijstration’s Failures 


The Administration is today 
still practicing, On an _ interna-| 


tional scale, the same futile policy | 
of trying to pull a nation out of 
a depression by its bootstraps that 
failed in its purpose here, but 
built up the most costly govern- 
ment America has ever seen. To 
continue to export American dol- 
lers, to keep alive the unfortu- 
nate people of the world, is laud- 
ible in its purpose, but that alone | 
will not solve our troubles, or the 


world’s troubles. The demands 
will get larger, but we will not | 
nave advanced one step toward | 


putting Europe back on her own 
feet. 

We must export more than 
American dollars. We must export 
American goods, American ma- 
chinery, and American brains. We 
must export American Democracy! 
The Marshall Plan is in itself-a 
fine set of ideals, but I am a little 
afraid that the countries of Eu- 
rope might behave like a group 
of small boys turned loose with a 
blank check on a Sears Roebuck 
catalogue. If that plan is to be 
successfully carried out, if weare 
to export our democracy, we must 
make sure of these four points: 





and effective steps to end what-| 
ever contribution careless, ineffi- | 


Of course, wage increases are de-| 
manded to correct increasing liv- 
ing costs. But since there are 
only three basic factors in pro- 
duction—raw material costs, labor 
costs, and profits, one can’t get 
out of line without upsetting all 


| 


must make sure that 
the labor, the time and material 
assets of these nation’ are being 
fully utilized. Second, we must 
make sure that we are not just 
keeping the people of these na- | 
tions alive, but are rather con-| 
tributing to building up an econ-| 
omy that will keep itself alive so 


First, we 


i'that we can look forward to the| 
day when our help will no | 
longer be needed. Third, we} 
must make sure that we not only 
send the tools and the goods 
needed, but that we see those 
tools and goods are used in the! 


|volved and not for political pur- 


| selfish 
ing schedules to make sure that|and in the selfish protection of 
pur- | democracy, 
chases or the time of purchases,|sure that every dollar, every ma- 


does not adversely affect price|chine, every aid exported to help | 
structures and by making sure | In the reconstruction of Europe | 
that food purchased under gov-|has a label “Made in the United 


} 


rumors of war. The time is short. | 
We have, for the past several 
years. all joined openly = and 
anxiously in an effort to bring 


| difference between the first mort- | 


/investments will be in apartment | 


| few 


most efficient way for the best in- 
terests of the whole nation in- 


must, in the 
of ourselves, 


Fourth, we 
protection 


poses. 


make unmistakably 


States” fastened on—if necessary 
—in neon lights. I emphasize this 
latter point because often 
other nations have contributed lit- 


too 





res © | tle, but claimed much, by over-( 
adding to the high cost of living.| — ae _ : . 
Our international policy of re-| 


Savings Banks’ Investm’t Problems 


There are, again today, wars and | 


(Continued from page 4) 


more homes and looks upon this | 
need with a sympathetic eye. | 
Housing has always been part of 
our business as mortgagees. The | 


gages we have always taken in 
the past and the equity housing | 
projects we are now urged to un- | 
dertake, is that on mortgages we | 
normally lend up to two-thirds of | 
our appraised value, whereas now | 
we are asked to advance the 
whole cost of the project. It is | 
common knowledge that present | 
construction costs are at least} 
double those of 1939. Thus, on the | 
one hand, we find ourselves mak- | 
ing mortgage loans today on pre- | 
war construction at two-thirds of 
appraised value, and, on the other, | 
considering investing a good many | 
millions of dollars in and becom- | 
ing the owners of apartment 

houses which will cost twice as 

much to build as they would have 


in 1939. 
This is not a happy prospect. | 
We are told that construction | 


costs are now at their peak and | 
that some decline expected 
within the next few years. If this | 
is true, we will then find our~| 
selves as owners of these housing 
projects with long term, low yield 
investments which we cannot sell 
except at a substantial loss. These 


is 





. ° | 
houses which may be duplicated 
at lower costs by others within a 
years and then what will 





| that 


| effective, 


| tivated to 


advertising their help—while we, 
with our billions of dollars, have 
not used them to effectively dem- 
onstrate what our free republic 
can do. 

We are, today, rushing blithely 
toward an economie collapse. 
There are forces in the world 
are cheering us on, forces 

bank on that collapse. If | 
are to prevent that collapse, 
will require support for an 
unselfish, program to 
conquer inflation at home and we 
will require our government to 
learn that it can no more effec- 
tively pour American dollars 
down the bottomless hole of a 
dole abroad than it could prime 
the economic pump at home. 
Without an adequate, orderly 
solution, our institutions will not 
long endure, 

There is a 
with our beliefs. 
lieve in our system 
find it, 

There is nothing wrong with 
our American system that can’t 
be cured by a little more democ- 
racy—by a little more concern for 
all the people who have kept us 
free. 


that 
we 
we 


solution consistent 
Those who be- 
must help | 


happen? We will have to lower 
our rentals and perhaps forego 
any return whatever, hoping that 
in the washout we may get back 
our principal after many years. | 

We cannot permit ourselves to | 
be pressured into projects be-| 
cause of the housing shortage, if 
we consider those projects to be 
economically unsound. We = are 
conscious of our obligation to our 
communities to assist in providing 
housing. But we have another and 
more fundamental obligation: We 
are the trustees of the life savings 
of over seven million people. We 
owe them the obligation to be 
certain of the safety of the princi- 
pal of their money which we in- 
vest. We must also realize a fair 
income on our investments in or- 
der to pay our depositors a return 
on their money, pay our expenses, 
and, at the same time, provide for 
the rainy day. 

If, with our eyes open, we were 
to make badinvestments in housing 
at this time, we could not tell our 
depositors when they call for their 
money a few vears later that we 
had invested unwisely in projects 
we knew were economically ques- 
tionable and that we had been ac- 
make such investment 
by the urgent need of additional 
housing back in 1947. I do not be- 





lieve that answer would be ac- 
cepted by our depositors. | 
With building prices now so 


| black 


room must be charged in commu 
nities where such a rental was 
never paid before by any substan- 
tial number of tenants, we must 
think it over pretty carefully be- 
fore we go ahead with the con- 
struction of these projects. Real- 
istic allowance for lower rentals 
and for vacancies, vacancies which 
have been unknown for the past 
few years but will come again, 
must be made in any plans for the 
future. Equity housing by fidu- 
ciaries is new. It involves far 
greater risks than the lending of 
mortgage money where we have 
the cushion of the owner’s equity 
to protect us. If to these risks 
must be added rosy estimates of 
sustained high rentals, I think we 
had better proceed with caution. 

Life insurance companies have 
gone into some equity housing 
projects, but even with the life 
insurance companies, ownership 
of apartment houses is new and 
relatively untried. Moreover, they 
are operating under more advan- 
tageous tax provisions: In the 
first place, a life insurance com- 
pany can equalize a low income 
housing project with a more suc- 
cessful one, while a group of sav- 
ings banks must form a separate 
corporation for each project. In 
the second place, a life insurance 
company pays federal income 
taxes on only a small portion of 
its net income, while a housing 
corporation owned by savings 
banks, if it operates successfully, 
must pay income taxes on its en- 
tire net profit before the savings 
banks can realize any return, a 
return out of which must come 
not only a yield on their invest- 
ment, but also recovery of a por- 
tion of their principal. 


My remarks on the participa- 
tion of savings banks in equity 


housing have presented a pretty 
picture. I do not want to 
be understood, however, as saying 
that our banks have not made a 
substantial contribution to the so- 
lution of the housing problem. 
Since the end of the war, New 


| York State savings banks have in- 


vested and have outstanding com- 


mitments to invest many millions 


of dollars in housing loans on new 
construction. An outstanding ex- 
ample of savings bank contribu- 
tion toward alleviating the hous- 
ing shortage is that of the Ja- 
maica Savings Bank. With total 


assets of $155,000,000, this bank 
has financed and agreed to fi- 
nance the construction of 2,759 


i'new homes for a total amount of 
| $24,275,000; the Bowery, 
|est bank, 7,659 new homes for a 


our larg- 


total of $101,000,000; the Dime, 
2.076 new homes for a total of 


$17,000,000; the Williamsburg, $5,- 


| 908 new homes for a total of $52,- 
high that a rental of $30 to $35 a! 000,000, and so on down the line. 
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Convertible Currency and a Free Gold Market 


(Continued from first page) 
surance services and the services 
of her shipping facilities could 
never have been built up without 
the confidence in the _ British 
pound, justified by performance 
for the longest period in history 
that one currency has maintained 
a ready exchangeability into gold. 
it has been many generations 
since the exports of England’s 
products paid for her imports. 
An unfavorable balance in her 
trading operations has been offset 
by income from investments, the 


sale of services, and the income 
from financing trade for the 
world. Without confidence in the 


pound and without a pound con- 
vertible into gold, the income 
from international banking and 
ihe sale of services, particularly 
financial services such as insur- 
ance, cannot be regained. Neither 


can the investments of England 
in the income producing prop- 
erties of foreign countries be in- 
creased substantially until she 


again has surplus, or favorable 
balance of payments and a cur- 
rency in which the world has con- 
fidence. 

The production of manufactured 


and form preducts and their ex- 
port could solve England’s need 
for income to pay for the goods | 
she mus‘ nort, but that would 
mean increase of perhaps a 
100% in her production and ex- 
ports over pre-war years. With 


the present scarcity of capital and | 


unmodern production equipment 
in Englacd, any such accom- 
plishment is many years off, even 


tf possible. Moreover, with her 
present monetary and financial 
‘condition, progress in modernizing 
her production facilities and in- 
creasiig her, capital needs will 
be an uphill job. Foreign loans 
are 2cing be more difficult to 
get for tack of confidence. Sav- 
ings within the country either will 


emigrate to countries where pri- 


vate capital safer, or will seek 
hiding within the country until 
recovery agcin creates confidence 


in investments in England and the 
politicians discover that the na- 
tionalization of industry is no way 
to enccurage savings and invest- 
ment on the part of hard working 
people. 

The Empire countries are loyal. 
To what extent the governments 
of the member countries. will 
come to the rescue cf the Empire 
that bas served them so well in 
the past reimeins to be seen. It is 


possible, however, thet with gifts 
and loans from Cenada, South 
Africe, Aust:alia, New Zeeland 
and other parts of the Empire. 
recovery in England may take 
place fester than could be ex- 
pected in othe; countries. If the 
Governni ‘eturns t sound 
economic peclicies respecting the 
rights of pvivete business, anc 
takes fhe recessary steps to re- 
store sound oney, money con- 
vertible into gold, recovery with 
aid from the member countries 


could be rapid 


Unso.nd Theories 


The costs of the war, and the 
delay in i:dustrial recovery in 
Eurcpe, and partieularly in Ger- 
many and France, have been ma- 
jor facters in bringing on the 
British crisis so scon. But false 


doctrines als» have contributed to 
the delay in recovery in England 
and the wpresert lack of confi- 
dence. In the first place, the 
whole theory of the present Gov- 
ernment anid the Nationalization 
of industry drives capital out of 
the country. State trading schemes 


have reduced trade and the in- 
come from trade with other coun- 
tries. 

Then there are the false doc- 
trines of Lord Keynes about man- 
aged currency. Keynes sold Eng- 
land. and seme people in other 
countries, the idea that currency 


should be menipulated to stabilize 
the domestic price level, keep the 
prices of commodities stable, and 
avoid gold convertible currency 





for foreign exchange purposes. 
But he even went so far as to 


hope that if England could stabil- 
ize the pound in commodities in 
England, that other countries 
would make the sacrifice of keep- 
ing their currencies pegged to the 
pound even if their internal prices 





England was only obligated to sell 
gold in bars of 400 ounces 11/12 
fine, at 77s. 104d. per ounce. This 
was the gold bullion system es- 
tablished when England returned 
to gold payments in 1925. Under 
this system gold did not circulate 
as money but currency was con- 


‘(freely to 


did suffer, He would 
expense of accumulating gold. 


land succeeded at this experiment 
of abandoning gold reserves, other 
countries would do likewise or tie 
their currencies to the pound and 
offer their gold reserves for sale. 
He thought the crash of the value 
of gold would be a great saving. 
Without pursuing these theoret- 





ica] imaginations further, it is 
evident from experience that 
most countries want gold. 

The demand for money that is 


dependable is causing the hoard- 
ing of gold by governments and 


Inconvertible currencies destroy 
trade. Future commitments can- 
not be made in currencies whose 
values cannot be assured when 
pay day comes, With fluctuating 
currencies credit shrinks. Trade 
is on a hand to mouth, and cash 
land carry basis. 

| The bill on London with which 
so much international trade is fi- 
nanced between the sterling bloc 





all countries, requires confidence. 
Confidence is performance in the 
business world. This bill on Lon- 
idon, that was the very foundation 
of the British international bank- 
ing that served the world so well 
and made enormous profits for 
England in the century before 
|! World War I, 
lin a currency that could be ex- 
| changed for gold at will. With 


| countries, and in the past, between 
} 
| 


| variable exchanges or without a| 


currency convertible into gold, 
London will not survive as a 
clearing house for international 





trade and finance. 


The Gold Market 


3efore World War I England 
maintained a free gold market. 


save the} 


Keynes expected that once Eng- | 


by individuals all over the world. | 


always was payable | 


|} tries can finance their trading in 
|currencies at known and depend- | 


vertible into gold at the estab- 
| lished quantities. Gold served the 
chief function of measuring the 
value of the currency which was 
a receipt for gold, and settling 
balances abroad payable in gold. 
This kept alive that confidence 
needed to maintain the London 
Bill market and keep the flow of 
bills from all trading countries 
toward London. 

When confidence that England 


would maintain convertibility of 
the pound into gold began to 
wane in 1930, foreign countries 


began to withdraw their balances 
‘from London. Then the inability 
of foreign countries to meet ob- 
ligations in gold, especially Aus- 
tria and Germany where loans 


anyone for 
dollars. It may be desirable to 
deal in bar gold and not coin gold 
into pieces of small denominations 
for circulation. But if anyone can 
exchange American currency for 
gold bars of a definite size at the 
Federal Reserve Bank of New 
York, and the currencies of any 
country are allowed a free market 
in American currency, interna- 
tional trade from all over the 
world will finance in this market. 
In order that the Federal Reserve 
may not be accused of manipulat- 
ing the price of gold, it would be 
desirable to maintain a free auc- 
tion market removed from the 
bank. This auction market would 
buy and sell new gold or gold bars 
to all comers. The price could 
not differ from the gold conver- 
sion price of the American cur- 
rency into gold bars at the bank 
or the treasury. 

Such a free gold market would 
quickly evaluate currencies at 
their real worth. With the re- 
strictions removed from trade and 
a free market in bankers’ finance 
bills based upon actual goods, the 





had been over extended by both 
England and United States, forced | 
England to abandon the convert-| 


|ibility of currency into gold in | 
September 1931. Since the col-| 
lapse of the international ex- 


change markets in 1930-31 and the 


devaluation of the American dol-| 
| 


|have been undependable, and/| 
state trading has developed in| 
part to give confidence. Inter-| 
national credits as we _ used to| 
know them, on which interna-! 


tional trade and the London Bill 
market thrived, serving business | 
and making employment all over | 

| 








the world, have not been able to 
serve these functions 
ithe beginning of 
| pression, 


since | 
De- 


now 


the Great 


| 
| 
| 
| 


A Free Gold Market for | 


| 

| 

| Reconstruction | 
Until currencies are made con- | 
ivertible into gold, and a world 


| 
le ; , 
(free gold market is established ! 
|with confidence in a well known| 
trading center where all coun- | 


eign obligations. Multilateral pay- 
; ments 


The Bank of England bought all | ; : 
|}able values, international credits | 


gold of standard fineness (.9167:) | : ; 

offered at 77s. 9d. per ounce. The | and international trade as we used | 
a a Ss. ga, ] : Bo 3 , . = ee aes rs 

buyer of bar gold did not go to| to Know them cannot survive. With 


‘largely a 


the bank. The real market was | Lluctuating and uncertain curren- | 
ciies, trade inevitably becomes a 
matter of state control such as we 
have developing today. 

Lord Keynes’ erroneous theory 
of manipulating the domestic cur- 
rency for control purposes and 
eliminating a_ gold convertible 
currency can only end the Lon- 
don money market as the banker 
for the world. The London Bill 


that of the ‘gold auction,” held 
once a week, when new gold arriv- 
ing from the mines was sold to 
the highest bidder. 
which gold sold ranged from be- 


tween 77s. 9d. to 77s. 10'ed. per 
ounce. The price could not drop 
below 77s. 9d. because at that 
price the Bank of England was 
required by law to buy all the} 


gold offered or convert gold into 
currency notes. Nor could the 


| 


| 
| 
| 


The price at | 


| 
| 
| 
| 





price of gold rise above 77s. 101!2d. | 


hard 


because 77s, 10!0d. would always 
be exchangeable for an ounce of 
gold. 

In other words, the currency 
was convertible into gold and at 
the ‘auction market” new gold 


was solc but always close enough | 


to the conversion rate to avoid 
speculation. For who would pay 
more for gold than the currency 
was convertible into or sell his 
newly mined gold for less? The 
pound thus became a receipt for 
gold, and within England and the 
international markets the fact that 


the pound sterling was always 
convertible into gold made the 
bill on London the universal 


credit instrument of international 
trade. 

The bills from every country in 
the world flowed to London and 
London bankers reaped a great 


harvest from the valuable services | 


they furnished the trading world 
resulting from the superior de- 
mand for the pound sterling over 
other monies for financing inter- 
national trade. This service lasted 
so long that the bill on London 
and the pound sterling became 
synonymous with gold and con- 
fidence. 

The British Gold Standard Act 
of 1925: provided that the Bank of 


/as the international credit instru- 


|crative sources of income. 


| Ket 
ican be bought and sold at their 








ment cannot live on inconvertible 
currencies. Foreign confidence is | 
gone until the money is again as 
good as gold. No better scheme | 
could have been devised to de- 
stroy one of England’s most lu- 


Perhaps England cannot cor- 
rect her financial  ditficulties 
growing out of the war and re-| 
store the pound to gold conver- | 
sion for some time. But the pres- 
ent monetary policies and state 
control policies of England will 
only delay that possibility, if she 
has any such intentions of again 


becoming the banker for the 
world in international trade. In 
the meantime the recovery of 
trade and free markets through- 


out the world needs a gold mar- 
where currencies and _ bills 


known value, New York can fur- 


nish this free gold market, and 
may in time become the head- 
quarters for the leading money 


market of the world where bank- 
ers’ balances in gold, from many 
countries, will be kept. Trade 
bills drawn against goods from 
these countries will find a ready 
discount market, and all curren- 
cies can be exchanged at their 
real value, in gold. 

To set up a free gold market 
would not be a difficult task. In 
the first place gold should be sold 








| inconvertible currencies. The cor- 


| The Foundation of London as the 


‘any part of the world. 


every corner of the world in any 


Through the sterling bill, capital 
in every part of the world. 


tion of the financing of the mar- 
keting of cotton 


in Mississippi and Texas to New 
Orleans. 
port to Germany or Great Britain. 
Each movement is represented by 


New York market could lead the 
trading world back to convertible 
monies, balanced payments, a 
larger volume of trade and more 


lasting production and employ- 
| ment. 

If our currency is not strong 
enough to stand this freedom, 


lar in 1934 the foreign exchanges |every possible step should be taken 


to correct the weaknesses in our 


| currency until it can be freely ex- 


changeable for gold. As long as 
people prefer gold to currency or 
bank deposits, our money lacks 
the confidence necessary for long- 
term future commitments. At 
present, no one in this country 
wants a bill of exchange payable 
in the future for goods sold for 
francs, marks, or even the pound 
sterling. The uncertainty about 
the future values of these monies 
restricts foreign trade with these 
countries to barter or cash and 
carry transactions. 

These ‘soft’ currencies with an 
uncertain future value are not ac- 
ceptable in the payment of for- 


have been destroyed by 
these unacceptable, inflated cur- 
rencies. The demand for dollars, 
or the so-called dollar shortage, is 
result of inflated and 


restoration of 
into 


rection lies in the 
sound currencies convertible 
gold. 


Financial Center of the World 

The reasons for London's 
supremacy as a financial center 
for more than one hundred years 
were due to the confidence in 
sterling and the efficiency in set- 
exchange operations from 
Sterling 
preferred over any _ other 
exchange before World 
War I. It was estimated that 90% 
of all letters of credit cashed 
throughout the world were drawn 
in sterling. 

London had advantages as a 
financial center which brought 
great profits to England, but the 
confidence in the pound sterling 


tling 


was 
form of 


was the real magnate that made 
London the financial center of 


the world. 

The monetary mechanism pro- 
vided by London banks became a 
part of the machinery of the in- 
ternational trade of the world. 
The one and only international 
capital market in the world was 
London. Bonds and stocks from 


venture found a free market in 
London. English shipping car- 
ried half of the world’s trade. 


vas furnished to move products 


For example, a brief descrip- 
described it as 
first moved from the plantations 
Then, 


financed in ex- 


American ‘ 


i Nolan, 


a sterling bill signed either in 
London, Manchester or Liverpool. 
In like manner, for United States’ 
purchases of silk in Japan or tea 
in China the payment was made 
with a sterling bill on London. 
The paper thus issued from Lon- 
don to finance trade in all parts 
of the world became the interna-~ 
tional currency of commerce. 


profitable business of world fi- 
nance rested firmly upon the con- 
fidence in sterling credits. 

Among the factors contribut-~- 
ing to this confidence in sterling 
and London’t position as the fi- 
nancial center of the world were: 
(1) a free gold market, (2) a li- 
quid discount market, (3) stabil- 
ity of money rates, (4) shipping 
facilities, (5) large export and 
import trade, (6) negligible tariff 
and trade restrictions, (7) excel- 
lent banking facilities and serv- 
ices reaching all parts of the 
world, (8) branches of foreign 
banks in London, (9) unrestricted 
navigation, (10) dependable in- 
surance at low rates and reliable 
ship registration, (11) free mar- 
kets for capital issues from all 
parts of the world, and (12) high~ 
ly skillful and trained personnel 
in the intricacies of international 
finance. 

I believe in free markets. [ 
think England has made the great 
mistake ot adopting unsound eco~ 
nomic theories, nationalization 
policies that restrain and restrict 
trade, and trade controls which 
will restrain the expansion in 
world trade she needs. 

1 hope that we in the United 
States will avoid these mistakes 
| and cling to free markets, free en- 
terprise, and free competition. A 
free gold market with our money 





ator of all price exchanges in free 
markets. 

England no longer has a free 
i gold market with its services fo! 
the world of trade. The United 
States can and should take the 
necessary steps to open a free 
gold market for our own trade 
and that of the world, or work 
toward a free gold market with 
convertible currencies as rapidl\ 
as possible. 


| convertible into gold is the heart 
| of free markets because sound 
imoney is the common denomin- 
| 
‘ 
| 


Folger, Nolan Opens 
Dept. Under A. Friend 


WASHINGTON, D. C.—Folge 
Incorporated, American 
Security Building, has opened a 
municipal department under the 
direction of Arthur S. Friend, Mr. 
Friend since 1921 has been asso- 
ciated with Hannahs, Ballin & Lee 
of New York City. 

The new department has been 
opened by Folger, Nolan, Incor- 
porated in anticipation of new 
issues of municipal bonds since 
many states and municipalities 
are now making plans for financ- 
ing needed improvements held up 
during the war period. The firm 
will participate in national syndi- 
cates on municipal bonds. 


Shuman, Agnew Co. 
To Be NYSE Members 


SAN FRANCISCO, CALIF —~ 
William H. Agnew will acquire 
the Nev York Stock Exchange 
membership of the late Alfred P. 
Parker, and the firm of Shuman, 
Agnew & Co., 155 Montgomery 
Street will become members of 
the New York Stock Exchange. 
Partners in the firm are J. Robert 
Shuman, Mr. Agnew who is als@ 
a member of the San Francisco 
Stock Exchange, James L. Sharp, 
R. William Bias, Jr., and Albert 
A. de Martini. 


With Slayton & Co. 


(Special to THE FINANCIAL CHRONICLE) 
ST. LOUIS, MO.—Clarence FE, 
Graves is with Slayton & Co., Inc., 
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they are uncovered, have anj|keeping for one’s self any sub- | postwar fiscal problem will con- produce more and earn more dol- When that occurs, I think it has 
eloquence all their own. The more| stantial part of that profit unless} stitute, therefore, an _ unprece- | Jars, been well said—anc I believe it 
they are evaded or avoided, the] we revise drastically our present-|dented test of the nation’s rev- So far as I am concerned, it is you can’t have an industrial de- 
more insistent they become. Let|day thinking on taxation. enue system and a very realla very healthy thing to accept at pression when the capital goods 
me cite several examples. First (5a) Since our budget must be| challenge to its architects. this time this adjustment in our industries are busy. “I believe 
of all, there is the record of the}| very much higher than any we “The second reason for urging|exports when it can easily be ab-. that. 

3yrd Committee. Throughout the| knew in peacetime (perhaps $20/the most thoughtful consideration {sorbed in the tremendous domestic So far as our executives in 
wasteful years of the New Deal billion to $35 billion) and since] of.long-term tax policy at this |demand that still exists. 


throughout the unavoidable ex- 
travagance of the war _ years- 
Senator Byrd rendered an in- 


valuable service. In his report on 
the “free-wheeling” activities of 
numberless government corpora- 


tions—-all busy spending public 
funds without accountability to 
Congress—the Virginia Senator 


revealed the functioning of a vast 
Federal vote-getting machine. In 
this work, the Senator was ably 
ussisted by the Citizens National 
Committee, a volunteer citizens 
group with which most of you are 
tamiliar. A similar report on the 


growth of the Federal bureau- 
cracy followed, which left Con- 
gress aghast at the number of 
officeholders stil] on the payroll, 
two years after the end of the 
war. 

Then came Congressional re- 
form under the LaFollette-Mon- 
roney bill, which could not have 
been accomplished, as you well 
know. without the aid of these 


citizen groups. These were all re- 
searcn projects where the under- 
Iving facts, when brought to the 
Jight, made action imperative. 
But these accomplishments, im- 
portant as they are, only scratch 
the surface of what remains to 
be done. It is your responsibility 
and mine to help Congress all we 


can. America’s financial solvency 
may hand in the balance. For 
example, there is the problem of 
subsidies. This grows in impor- 
tance with eacn passing year. 
The total of these handouts t 
agriculture, to business, to vet- 


eran groups, to all kinds of pres- 
sure groups, now stands at 
than $42 billion and is still grow- 
ing! I am recommending to the 
Trustees of the Tax Foundation 
that we turn our research atten- 
tion to this running sore whicl 
tends to nullify, through its 
all efforts at economy! 

The battle against swollen ap- 
propriation bills must go o7, year 
after year, without any let-up. 
Tax reduction simply is not pos- 
sible unless we can cut these great 
tap roots of spending. Tax reduc- 
tion is the key. not only to future 
prosnerity, but also to our future 
national so!vency! 


more 


SiZe, 


A Tax Program 

For a decade the Tax Founda- 
tion has been aiding local citizen 
groups all over the country in 
helping to develop tax conscious- 
ness, both local and Federal. But 
more importantly, the Tax Foun- 
dation has been called upon to 
assist many of the tax study 
groups which have been trying to 
find some solution for these press- 
ing national fiscal problems. One 
of these groups is the Committee 
on Postwar Tax Policy, headed 
by that outstanding tax authority, 
Roswell Magill, former Under- 
secretary of the Treasury. This 
committee has published a report. 
“A Tax Program for a Solvent 
America,” and this year it has 
issued a supplement for 1947, 
bringing the report up to date. 
Based upon my own experience 
in the Treasury. I unreservedly 
go alcng with the committee in 
most of their recommendations: 

(1) I believe wholeheartedly 
and unreservedly in the American 
capitalistic system. That system 
cannot function successfully with- 
out a high volume of production 
and employment. 

(2) Without the hope of profit. 
the necessary flow of capital funds 
into old or new enterprise simply 
will not occur. 

(3) There can never be any 
hope of nrofit or any confidence 


we must get a substantial part of 
this revenue from income taxes 
(corporation and individual) the 
initial or basic rate upon all tax- 
payers must be high. I think this 
rate will have to be a minimum 
of 19% upon all. 

(5b) Since we are dealing with 


human beings—human_ behavior 
must be considered—and the in- 


centive to venture, to produce and 
to earn, and thus to create new 
jobs is seriously threatened by a 
confiscatory system of taxation. I 
urge a more moderate scale of 
rates starting at 19% and rising to 


45% at the $50,000 bracket—54% 
at the $200,000 bracket and 70% 
maximum at the $1,000,000 and 


above bracket, 
(5c) Corporate dividends should 
not be subject to double taxation. 


(5d) Corporation taxes should 
never be progressive and_ the 
double tax on_ inter - company 


dividends should be eliminated. 

(5e) The Treasury should allow 
tion in figuring devreciation of 
Nlant and equipment. I say this 
because taxes always seem to go 
up. Therefore, the government 
cannot lose on a policy of hasten- 
ing the day when the corporation 
will have no value on their books 
to depreciate as a deduction from 
income. Furthermore, research 
expenditures should receive the 


the Treasury because of the great 
contribution made to the economy 
from year to vear by research. 
(5f) The Federal Government 
has only five sources of revenue 
open to it. These are: customs. 
estate and gift taxes, personal 
taxes, corporation income taxes, 
and the excise taxes. It is my be- 
lief that the estate and gift tax 
division should be returned to the 
states. A very important vari- 
able in this group of taxes is the 
excise tax. These taxes should 
vary in accordance with the rev- 
enue needs of the country at a 
siven moment. They have become 
a verv vital source of revenue to 
the Federal Government and, in 


ened. 
Incentive Taxation 

While IT am not a great believer 
in incentive taxation as such, I 
think I know the human animal 
well enough to state with some 
conviction that vou may not be 
able to enroll him to work by 
creatine incentives, but you can 
eertainly put a heavv damoper 
"pon his energies bv taking from 
him all the fruits of his labor. 

So much for the Committee rec- 
ymmendations. They deserve the 


supnort of all those who are 
working for thoroughgoing tax 
reform. I earnestly commend 


them for your consideration. 

Rut before we leave this renort 
af the Committee on Postwar Tax 
Policv. I want to call your atten- 


tion to the serious warning 
sounded bv the Committee’s 
Chairman. Roswell Magill. No 
one knows better than he the 


vrgency of the situation that now 
faces us. It can only be dealt 
with in a spirit that rises above 
yarties and volitics, with a reali- 
zation that time is running against 
us and that governments, no mat- 
ter how powerful they may seem 
to he, have no magic formulae for 
raising funds except by the pain- 
ful process of sweating the tax- 
paver. This is the Committee’s 
warning as to the future: 

“In our ovinion it is not an 
overstatement to sav that irre- 
svonsible fiscal volicies after this 
war, with the Federal budget at 
four to five times the level of the 





in our business future without 
fiscal and monetary stability in 
government. 





thirties, would prove not merely 


the widest latitude to the corpora- | 


most sympathetic treatment from | 


mv opinion, should be strength- | 


particular time is that we are now 
at the crossroads, In wartime, 
normal fiscal considerations must 
be relegated to a position of minor 
importance. The budget is 
largely out of control today and 
can be brought control, as a prac- 
tical matter, only after the tran- 
sition to normal peacetime pro- 
duction has been completed. This 
fact, unfortunate as it is in its 
numerous other aspects, at least 
has the merit that it gives us a 
breathing spell in which to decide 
intelligently upon a permanent 
tax policy and, once we have 
reached a decision, an opportunity 
to put that policy into execution 
by a more or less gradual process 
|as the war effort is unwound. 

“The tax program which the 
United States will adovt after the 
war, together with its impact upon 
the economic and social life of the 
country, denends upon a series of 
maior choices. The first great 
questions are: What services 
we want the government to per- 
form for us? How much are we 
willing to pay for them? The 
next great question is: Do we be- 
lieve in a solvent America in 
| which individual prosnerity is the 
iresult of a high level of useful 
private employment and produc- 
tion and in which the sovernment 
lives within the fiscal resources 
| which are provided for it by the 
people through taxation?”’ 

You men come irom the grass- 
roots. You come from the sec- 
tions that today exercise great 
influence in the halls of Congress. 
You have a great responsibility as 
opinion leaders, Tax reform and 





| 


and foremost is the necessity for 
financial 


‘tax reduction will come only as 
'you and I—and thousands like 
ius—put our shoulders to the 
|wheel and insist that, in dealing 
iwith the great world problems 
that now confront America, first 


safeguarding our own 
|solvency as a nation! 
RMI 


Thomas Canova With 
E. G. Ringrose Co. 


Thomas A. D. Canova has be- 


come associated with E. G. 
Ringrose Co., 76 Beaver Street, 
New York City, as investment 


consultant 
servicing 
clients having 
investment 
problems in 
U. S. Govern- 
ment and 
Municipal se- 
curities. Mr. 
Canova, who 
has been in 
in the invest- 
ment business 
for the past 
15 years, was 
previously in 
charge of the 
Government 
Bond Depart- 
ment for Schroder Rockefeller & 
Co.. Inc. He is a member of the 
Security Traders Association of 
New York and the National Se- 
curity Traders Association. 


Marquis Co. to Admit 


L. J. Marquis & Co., 1 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
will admit William E. Boye, mem- 
ber of the Exchange, to partner- 
ship on Oct 17. Mr. Boye was 
formerly a partner in H. W. Gold- 
smith & Co. Milton Mensch, a 
member of the Exchange, will 
retire from partnership in L. J. 





Thos. A. D. Canova 








Marquis & Co. on the same date. 


do. 





Of course we are very much 
concerned with the so-called Mar- 
shall Idea, and I call it an idea 
because from my point of view it 
is an idea. It hasn’t become as yet 
a plan. 

I have only one comment to 
make, because I know it is in the 
minds of all of us; that is, what- 
ever they decide to do, I would 
like to see it put under the control 
of some organization such as Mr. 
Aldrich 


suggested yesterday: in 
other words, I would like to see 
a European Reconstruction Au- 


thority, or something like that. 

I would like to see it headed up 
by five or six hard-boiled realists 
—not hard-boiled in the sense 
that they lack sympathy with the 
terrific problems that the people 
of Europe face, for they should 
extend all help, but hard-boiled 
in the sense that they know how 
to get a result, that they have the 
authority to get it, they have the 
right to adjust the various sched- 
ules that were presented in that 
report the other day, because I am 
sure that the people who designed 
hat report must realize that what- 
ever may be true and necessary 
today has got to be changed to- 
morrow. It must have the maxi- 
mum flexibility. 

So I hope if we are going to do 
it and are going to have the iniq- 
uity of further shortages in this 
country and the impact on our 
price level, I hope we will see 
that there is good administration 
of the job. It is probably, gentle- 
men, as I see it, the biggest job of 
organization and administration 
in the economic area that the 
world has ever had, and from my 
point of view it should be dealt 
with on a level of intelligence and 
understanding and _ experience 
based upon the magnitude of the 
job itself. 

I haven’t any feeling at all that 
we are going to have a serious 
recession in this country. I don’t 
see how that can be possible. | 
measure my point of view on that 
largely by the activity of our dur- 
able and perhaps our semi-dur- 
able goods, especially the durable 
goods dealing with capital invest- 
ments. 

Inquiring around among my 
friends in the big industrial oper- 
ations, I find there is no hesitancy 
at all in going ahead and making 
capital investments to rehabilitate 


their plants and expand their 
capacity. All the capital goods. 


industries are well booked up for 
a long time to come. 
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oo YALE 


MAKERS OF QUALITY PRODUCTS 


Time and Combination Locks 
Safe Deposit Locks 

Delayed Action Timelocks 
Vault Ventilators 


YOU CAN SPECIFY YALE SAFE DEFOSIT 
LOCKS FOR YOUR NEW BOXES 


The YALE & TOWNE MFG. CO. 
STAMFORD, CONNECTICUT 
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General Motors are concerned, 
who are in direct contact with the 
field and the demand of the field, 
there isn’t one who would not say 


with the greatest conviction, as 
judged by the demand for cars 
and trucks, we could se)] all we 
could possibly produce for ihe 
next two years—and other pro- 
ducers are in the same shape, I 
believe, in the durable industry. 
We don’t need to worry about 
anything but a minor recession, 
perhaps, involving certain. ad- 
justments in prices and produc- 
tion where they are out of line. 

Of course, if we should be un- 
fortunate enough to go into next 


year and face a considerable in- 
crease in wages on basis of a 
national pattern, the unbalance in 


the 


certain prices ould become 
more serious and might increase 
our difficulties somewhat. 3ut, 
gentlemen, when you talk about 
capacity, ana all the monkey- 
wrenches throw into our eco- 
nomic operation by the govern- 
ment, in particular, and by pres- 
sure groups and perhaps by 1n- 


dustrial management neverthe- 
less, there is a tremendous develi- 
opment going on all the time and 


being accelerated at the present 
time; that is, the increase in our 
scientific knowledge, our ability 
to see things and do things and 
understand things and capitalize 
things that we_never had before. 
One of the greatest sources of 


encouragement to me is the great 
increase in the conception on ihe 
part of Americans that they must 


do more and bette: research. As 
long as that continues the pos- 
sibilities become unlimited. 


From the standpoint of General 
Motors, I often say to my associ- 


ates that we have made a lot of 
mistakes in General Motors dur- 
ing the last 25 years. You can’t 
progress without making mis- 
takes. But there is one we have 
never made, a. yet, and I don't 
think we ever wii!; that is, hav- 
ing too much capacity to deliver 
the goods, because w2 always 
need more. Sometimes it may 
seem as though we have a little 
too much, but when even a short 
time passes we find we do not 
have too much but must have 
more. As long es we have that, 
and have faith in the future of 
our country, we can accept these 
little disturbances once in a 
while, work them out and then 


go on, I am sure, to bigger and 
better things in the long-time 
future. 
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The Outlook for Security Prices 


(Continued from first page) 
tion of changes in the business 
outlook, but also ‘‘with impending 
changes in the news, or in the 
atmosphere, of the kind by which 
experience shows that the mass 
psychology of the market is most 
influenced.” 

“This is the inevitable result 
of investment markets organized 
with a view to so-called ‘liquidity.’ 
Of the maxims of orthodox fi- 
1 ance none, surely, is more anti- 
social than the fetish of liquidity, 
the doctrine that it is a positive 
virtue on the part of investment 
institutions to concentrate their 
resources upon the holding of 
‘liquid’ securities. It forgets that 
there is no such thing as liquid- 
ity of investment for the commu- 
nity as a whole. The social object 
of skilled investment should be 
to defeat the dark forces of time 
and ignorance which envelop our 
future. The actual, private object 
of the most skilled investment 
today is ‘to beat the gun.’” 

He then compared stock market 
dealings to a game of musical 
chairs, in which someone is cer- 
tain to lose, but meanwhile every- 
one has a good time. Finally, sur- 
passing himself, he said: 

“Or, to change the 
slightly, professional investment 
may be likened to those news- 
paper competitions in which the 
competitors have to pick out the 
six prettiest faces from a hundred 
photographs, the prize being 
awarded to the competitor whose 
choice most nearly corresponds to 
the average preferences of the 
competitors as a whole so _ that 
each competitor has to pick, not 
those faces which he himself finds 
prettiest, but those which he 
thinks likeliest to catch the fancy 
of the other competitors, all of 
whom are looking at the problem 
from the same point of view. It 
is not a case of choosing those 
which, to the best of one’s judg- 
ment, are really the prettiest, nor 
even those which average opin- 
ion genuinely thinks the prettiest. 
We have reached the third degree 
where we devote our intelligences 
to anticipating what average opin- 
ion expects the average opinion 
to be. And there are some, I 
believe, who practice the fourth, 
fifth, and higher degrees.” 


metaphor 


II. 


Livergence Between Business and 
Stock Market 

IT shall not try to practice fore- 
s'ght on the fourth, fifth, or higher 
degrees: but I would like to make 
the point that the business outlook 
can be very different from the 
stock market outlook, so that we 
do need to think on two distinct 
levels. 

The most famous example of 
a divergence is the decline from 
the 1939 high of approximately 
159 to a 1942 low of approximately 
93 on the Dow-Jones industrials. 
while both ®Mdustrial activity and 
profits were soaring and were 
predestined to keep on _ soaring 


foy five more years to come. 
This does not mean that the 
bus.ness outlook has nothing to 


do with the stock market; it 
means, however, that the stock 
rrarket is a very special kind of 
animal, with peculiar customs and 
anpetites, and is therefore at best 
an erratic forecaster of business. 


Ii. 


In so far as the business out- 
look is concerned, in my yearly 
forecast for 1947, which I put out 
in January, I said that 1947 was 
going to be brilliant in terms of 
corporate earning power, but the 
income-generating factors’ that 
caused the primary postwar boom 
will show signs of fatigue in the 


course of the year and a down- | 


swing would probably get under 
way early in 1948. At the end of 
April I wrote an amendment to 
this to the effect that a major! 


crisis 


dollar 


loose in 


was going to break 
Europe, and that if we 
vote a big spending program to 
stave it off, we can prolong the 
boom by several years. 

At present there are some tem- 


porary factors at work, which 
might push the boom forward, 
even though this fatigue that I 


referred to has become manifest 
in several important segments of 
the economy, in retail sales, in 
exports, in inventory accumula- 
tion: and I think that the cash 
surplus of the Federal Govern- 
ment will turn out to be a major 
deflationary influence in the long 
run, 


The temporary boosting factors 


were the increase in food prices 
which resulted from the crop 
failure in Europe and the corn| 


crop failure in the United States. 
From the viewpoint of the public, 
such a price rise, owing to scarci- 
ties, at a time of budgetary defla- 
tion, is dangerous. It squeezes the 
consumer, It necessitates wage 
increases. Thus it makes for 
higher industrial costs and prices 
at the very time when the con- 
sumer is less able to afford in- 
dustrial products than before. 
The present spurt might be the 
last spurt, or the last but one ot 


this period of primary postwar 
inflation. A number of industries 
are, however, so far behind in 


capacity that they are assured of 
several years of good demand, 
so that the tapering off in produc- 
tion might be quite slow, and very 
uneven: and the pressure on prof- 
its might be much greater than 
the pressure on business volume. 

Lastly, a major spending pro- 
gram by the Federal Government, 
whether for rearmament or for 
European recovery, could arrest 
the downswing. It might produce 
a telescoping of the present boom 
with the secondary postwar re- 
construction boom: it might elimi- 
nate the “1921 depression, pos- 
sibly at the expense of having a 
worse crash later. 

IV. 

Fiscal Policy to Be Dominant 

The stock market 
slightly different thing, though I 
think that in this particular in- 
stance it is going to follow busi- 
ness, More accurately, both will 
follow fiscal policy. 

First of all, let me say that the 
market as a whole is not nearly as 
cheap as it looks, Many second- 
ary issues are very cheap, but the 
blue chips are cheap only in terms 
of past comparisons, whose valid- 
ity I question. 


IS a 


outlook 


A relative decline in the value 
of equities is apparent not only 
today. It was apparent at the 


1946 highs, when many highly ex- 


pert and very conservative in- 
vestors refused to sell on the 
srounds that in terms of all past 


precedent the market leaders were 
cheap and had a lot further to go. 

I believed that this view was 
erroneous at the time, and I still 
think so. It overlooked, at the 


very least, the following factors 
that have permanently damaged 


the position of stockholders. 


Bearish Factors 

(1) The market factor of estate 
liquidation. 

Every year the stock market 
has to absorb hundreds of mil- 
lions of dollars worth of selling 
by large estates for purposes of 
paying estate taxes, or for build- 
ing up cash reserves for 
estate tax liabilities. 

Of course, one can say 
while the very rich have to sell. 
lower down on the income scale 
new savings are accruing, which 


will absorb these’ sales. 
This is not quite right. The es- 
tate that has to pay the tax is 


compelled to sell; the young man 
who has just saved a little money 
is not compelled to buy. More- 


future | 


that | 


Over. new issues of all kinds com- 


pete for newly created savings, 
either directly or through insti- 
tutional investors. Even the lat- 
ter need not absorb them, since, | 


as I just said, the owner of newly 
acquired savings is by no means 
compelled to invest them, even 
less to invest them in equities. 
(2) The 
sional speculation 
great difference to the structure 
of the market. No major bull 
market is possible unless the pub- 
lic participates in it heavily; and 
under present restrictions on floor 
trading and control by the SEC, 
public interest cannot be awak- 
ened by professional operations. 


profes- 
made a 


destruction of 
has 


| stock 


The Undermining Social Forces 
(3) The long-term position of 
the stockholder in the American | 


economy is steadily being under- 
mined by social forces operating 
against him. In the past, when 
ownership and management were 
more closely linked, and_ both 
contributed greatly to supplying 
the American economy with a 
continuous flow of goods. the 
stockholder was in a strong posi- 
tion, because he performed a val- 
uable function. Today it can be 
argued that in many of our basic 
industries it is an agreement be- 
tween the labor unions and the 
Government that maintains pro- 
duction, with management. still 
performing some useful functions, 
but the stockholders none. 

I am not saying that I share this 
view. I am merely saying that 
the climate of public opinion has 


become unsympathetic to the 
stockholder. It seriously ques- 
tions the contribution made by 
stocknolders to the national well- 
being. Theretore, it views with 
equanimity any reduction in the 
income of stockholders. As a re- 
sult, oppressive or discriminatory 
taxation is quite popular. It is 


public opinion also that compels 
managements to purchase a peace- 
‘ful operation of the enterprise 
entirely at the expense of the 
stocknolder, whether by directly 
cutting his income, or by making 
it more unstable. 


Among managerial measures 
serving this end, pension funds 
are an interesting example. Very 


| wealth 


are gravely in 
from a long-term point of view. 

While we do not know when 
the third World War is to break 


question | bitually a stock market investor. 


Those classes of society that are 
stock market investors ceased to 
have the increased savings and 


out, it Is certain to come within! windfall profits that they enjoyed 
our lifetime, and some people fear| during the war. 


that it is only a few years away. 


(3) Within the framework of 


Well, if that is the case, it is | this fiscal policy there are side 


difficult to feel particularly sa ;- | bets on the international situation. 


guine about the future value of 
assets whose physical survival or 


There is a distinct possibility of 
civil war in France and Italy be- 


permanence in private ownership | 'Wee" now and the next harvest. 


are equally in doubt. This does 
not mean that in the interim these 
assets do not have substantial 
value. But that the long-term 
outlook even of Standard Oil of 
New Jersey is fantastically differ- 
ent trom and worse than what it 
Was 25 or 50 years ago is obvious 
to everybody. 
vs 
The Current Market Outlook 

come to the current 
market outlook. All that I 
Nave sa.d so far was merely that 


Now we 


ithe blue chips are not as cheap 


many companies have felt obliged | 


to establish pension funds. These 
funds represent additional fixed 
obligations ahead of the equity, | 
making the latter both more 


evclical and permanently less at- 
tractive. Not that I am opposed 
to pension funds. I think 
they have become a necessity, to- 
gether with a large and presum- 
ably further-to-be-expanded 
cial security system. I am merely 
pointing out that this institutional 
change is occurring primarily at 
the expense of the stockholder. 


SOo- 


~ ¥ itipnes r ; c } "EC rage | : 5 
Some politically inspired wag i'war brought home its importance 


rules, | 


increases, feather-bedding 
low-price policies, and expansion 
programs are other instances of 
what I have in mind, not to men- 
tion the ever and inexorably wid- 
ening activities of public regula- 
tory commissions. We must rec- 
ognize that all of these phenomena 
are permanent features of our 
economy. They impair the equity 
of the stockholder, even though 
a management that opposed the 
trend might find the equity of its 
stockholders even worse impaired 
in the end. Consequently, we 
have to consider American equi- 
ties permanently less attractive 
other things being equal, than 
they were 25 or 50 years ago, be- 
‘fore the cumulation of the big 
institutional changes. 


Political Environment Injurious 


(4) Lastly, the world political 
(environment has become such 
‘that capitalistic forms of invest- 
‘ment and of preservation of 


;} cannot 


as they look, that looking back on 
a roSy past we get a false perspec- 
tive on where they should be sell- 
ing. But is the stock market really 
reflecting these long-term factors 
that are undermining the value of 
American equities, or is the mar- 
ket actually predicting a down- 
turn in business, a cor- 
porate earning power? 


loss in 


(1) The immediate reason why 
current earnings are worth § so 
little is the complete and univer- 
sal lack of assurance as to their 
continuing, 


Please mark my words. A lack 
of assurance that they will con- 
tinue is different from an assur- 
ance that they will not continue. 


When the assurance develops that 
the earnings are not going to con- 
tinue, the stock market crashes 
as it did in the fall of 1937, while 
corporate earnings might continue 
excellent for several months more. 

Today we do not have such a 
situation, On the contrary, nobody 
is able to make up his mind as to 
what the market is going to do. or 
what the future of business is go- 
ing to be. And people cannot make 
up their minds because questions 
absolutely fundamental to the out- 


look have not been decided vet. 

The most specific reason for 
this general bewilderment is that 
the outlook depends entirely on 


whether the United States Gov- 
ernment resumes spending or not. 
The decision on that point has not 


yet been reached. Until the de- 
cision is clearly foreseeable, a 
major market move, a decisive 


breaking out of the trading range 
occur. 


Anybody who buys stocks at 
these prices is betting on a re- 
|sumption of spending next vear. 


that | 


Anybody who is selling stocks at 
these prices is betting on a con- 
tinuation of the deflationary fiscal 
policy. 
Importance of Fiscal Policy 
(2) The fiscal 
policy to was 


importance of 
general business 


| clearly demonstrated in 1937. The 





to the flow of investment funds. 


The enormous inflation of per- 
sonal savings thai took place dur- 
ing the war brought a lot of buy- 
ing into the stock market between 
1942 and 1946. In the course of 
that bull market, some groups of 
securities appreciated spectacu- 
larly, and large blocks of new is- 
sues were readily absorbed by the 
investment public. Finally, in the 
summer of 1946, when the war- 
time monetary inflation ended, 
the familiar period of indigestion 
set in, 

The recent period of price 
stagnation did not stop underwrit- 
ing activities; in fact, the enor- 
mous capital requirements result- 
ing from high price levels and 
corporate expansion programs re- 
sulted in a great deal of new 
issue activity, which reduced the 
liquidity of investors. On the 
other hand, in so far as the infla- 
tion of incomes still continues, it 
is now concentrated in the farm- 
ing community, which is not ha- 








: construction 


If such civil war should break out, 

or if any other really bad news 
comes from abroad—I am con- 
vinced that it will have a bad 
effect on stock market quotations, 
though I do not believe that the 
effect will be permanent. The 
worse the European situation be- 
comes, the more jittery everybody 
is going to be, but the more cer- 
tain it is that we are going to 
have a new spending program. 
Therefore, on bad news I would 
buy stocks. 

VI. 
A Tricky Question 

I was asked also whether intel- 
ligently selected stocks and bonds 
can be purchased now. That 
is a tricky question. Somewhere 
around these prices one ought to 
be able to make substantial capi- 
tal gains by buying equities whose 
situation change. signifi- 
cantly even if we continue the de- 


cannot 


flation. For instance, it is incon- 
ceivable to me that the United 
States air forces should continue 


present state of disinte- 
Consequently, all these 
manufacturers, that are 
broke by d-ss:pating 
built up during 


in their 
gration. 
aircraft 
now POINng 
the reserves they 


the war, are likely to get sub- 
;stantial new orders within the 
next 12 months, and if in the 
meantime the army allows them 
to go broke, we are crazier than 
I think we are. They are the one 
industry that is looking up from 
here out: all others wonder how 
soon and how much they are 
golng to drop. 


Securities Cheap 

that high 
made the 
insolu- 
estate 


Real Estate 
Similarly, I think 
have 
urban real estate problem 
real 


costs 
ble, and that therefore 
securities are cheap. High con- 
struction are choking off 
new construction, so that the own- 
ers of existing buildings have an 
that is’ extremely unalikely 
to depreciate for many years to 
come. If that is the case, the real 
estate and hotel securities must 
be all right. 

Construction materials produc- 
crs should also do better than the 
average, because of the subnormal 
building levels of the period 1930= 
1945. 

I have friends who assure me 
that fire and casualty insurance 
companies, paper companies, oils 
are safer than the rest. Others 
prefer automobiles and steels, be= 
cause of the shortage. 


costs 


asset 


All of these groups have some 
defensive strength: but if the 
postwar inflation is really over, if 
the failure of the first reconstruc- 
tion effort means that we shall 
retire into our shell and buy our- 
selves a slump, then even present 
prices are too high. They are a 
buy only if we resume spending 
before the backlog of orders be- 
gins to thin out. 

If we look at the chemical in- 
dustry, the conclusion is ines- 
capable that competitive condi- 
tions and therefore profits will 
deteriorate because of expansion 
of capacity and continued anti- 
trust actions by the Federal Gov- 
ernment. Many other industries 
are even more vulnerable in the 
long run, though some, like the 
airlines, liquor stocks, and per- 
haps the retailers, already took 
most if not all of their medicine 
last year. 

VII. 
Stock Market and Industrial 
Activity 

The low price of existing assets 

has a decisive influence also on 
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new capital formation. Why build 
new assets, when the existing 
ones sell well below replacement 
cost? 

This is the link between the 
stock market and industrial ac- 
tivity; this is how the level of the 
securities markets itself has an 
influence on business. 

As long as one can purchase 
stocks of established enterprises 
on the stock market for net quick 
assets or less, as in the case of 
the aircraft companies, or for sub- 
stantially less than the cash equiv- 
vlent of what they spent on fixed 
assets within the last few years, 
as in the case of companies like 
Youngstown Sheet and Tube, or 
for a times earnings ratio that is 
entirely without parallel (e.g., 
Standard Oil of New Jersey at 
eight times earnings), any inves- 
tor who would accept “reason- 
able” terms on a new capital is- 
Sue would be throwing his money 
«way: he can get earning assets 
so much more cheaply by paying 
the unreasonably low prices pre- 
vailing in the stock market. The 
same-thing is true to a lesser de- 


sree of bonds and_ preferred 
stocks. 
Vill. 


The Immediate Outlook 


I suppose I ought to wind up 
by making a guess about the im- 
mediate market outlook. 

As a matter of record, I want 
to say that for each one of the last 
seven months I put in my month- 
jy vote at the Analysts Club that 
the major trend is sideways; and 
each time I added by way of ex- 
planation that the siaeways move- 


ment will continue until it ‘be- 
comes clear whether we are or 
whether we are not going to 


spend; and as soon as the national 
decision on spending has been 
made, which will be obvious from 
the front page of the New York 
“Times,” a major bull market or a 
major bear market will get under 
way. 

In the meantime, the market is 
so well shaken down and in such 
strong technical position that it is 
not very vulnerable on the down- 
side; and the public temper is so 
ceflationary that it seems impos- 
sible to arouse major enthusiasm 
en the upside. 

Now I shall go one step further 
end meke a gratuitous guess. This 
is that eventually the national de- 
¢ision will be in favor of renewed 
spending, because not to do so 
would mean suicide in the long 
run. Actually, we could have one 
of the epochal eras of prosperity; 
but the chances are that false 
indoctrination both of the right 
and of the left will prevent it, 
that we are going to spend too 
little and too late, and our vacil- 
lations in national policy will be 
reflected in business and in secur- 
ity prices. 

Consequently, until the major 
decision is made, we may have 
several more minor moves in one 
cirection or another. We have a 
minor buying opportunity, for 
selected groups. right now. But 
Wwe will have more buying oppor- 
tunities before the next major 
bull market can get under way. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Rich & Clark 
Oct. 4. 

Russell 
Schirmer, 
on Oct, 8. 





dissolved on 
A. Ballou, partner in 
Atherton & Co., died 


Two With William R. Staats 
(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF. 


Marinus Contant, Jr. and Walter 
M. Wells have become associated 





with William R. Staats Co., 640 
South Spring Street. Mr. Wells 


The State of Trade and Industry 


(Continued from page 5) 
arrange for conversion by buying ingots or semifinished steel, 
choose a substitute. The first two alternatives are now being playe 
to the limit. 

The American Iron and Steel Institute announced on Monday 
of this week the operating rate of steel companies having 
94% of the steel-making capacity of the industry will be 
96.8% of capacity fer the week beginning Oct. 13, 1947, 
as compared with 96.1% one week ago, 89.4% one month ago and 
90.5% one year ago. Current operations were at the higkest level 
since the week beginning June 9, when they touched 96.9%, rep- 
resenting an increase of 0.7 point or 0.7% from the preceding 
week. 

The week’s operating rate is equivalent to 1,693,900 tons of 
steel ingots and castings compared to 1,681,700 tons one week ago, 
1,564,400 tons one month ago and 1,595,000 tons one year ago. 

In the first nine months of 1947, production of steel was only 
6% short of the amount produced in the entire year 1940, record 
peacetime production year, the American Iron and Steel Institute, 
reports. 

Output of steel ingots and castings in the nine months of 1947 
was 62,611,051 net tons as compared with 66,982,686 tons in 1940. 
The steel operating rate during the first three-quarters of 1947 
averaged 91.7% of capacity. 


or 


ELECTRIC OUTPUT 10.3% HIGHER THAN A YEAR AGO 

The amount of electrical energy distributed by the electric light 
and power industry for the week ended Oct. 11, 1947 was 4,958,062,- 
000, kwh., according to the Edison Electric Institute. This compares 
with 4,934,851,000 kwh in the preceding week, and was 10.3% in 
excess of the 4,495,220,000 kwh. produced in the corresponding week 
of last year. 


RAILROAD FREIGHT LOADINGS MAINTAIN UPTREND 
FOR WEEK AND YEAR 

More cars were loaded with revenue freight in the week ended 
Oct. 4, 1947, than in any other week in 17 years, the Association 
of American Railroads announced, 

Loadings for the latest week totaled 942,533 cars. This was an 
increase of 4,579 cars, or 0.5% above the preceding week. This 
represented an increase of 35,365 cars, or 3.9% above the corre- 
sponding week in 1946 and an increase of 174,493 cars, or 22.7% 
above the same week in 1945. 


RAILROAD EARNINGS IN AUGUST, 1947 

Class I railroads in August had a net railway operating income 
of $80,824,802 compared with $81,855,564 in the same month of 19-46, 
according to the Association of American Railroads. Estimated net 
income after interest and rentals for the month totals $52,300,000 
compared with $53,400,000 in August, 1946. 

Net railway operating income of the carriers for the first 
eight months of 1947, before interest and rentals, totaled $509,995,- 
671, compared with $299,647,823 in the same period of last year. 
In the first eight mormths of 1947 net income, after interest and 
rentals, is estimated at $294,000,000 compared with $65,400,000 in 
the corresponding period last year. 

In the 12 months ended Aug. 31, 1947, the rate of return on 
property investment averaged 3.33%, compared with a rate of re- 
turn of 1.47% for the 12 months ended Aug. 31, 1946. 

Total operating revenues in the first eight months of 1947 
amounted to $5,600,517,774 compared with $4,961,999,987 in the same 
period of 1946, or an increase of 12.9%, while operating expenses 
totaled $4,369,203,478 compared with $4,183,527,407 in the like period 
of 1946, or an increase of 4.4%. Expenses for the first eight months 
of 1947 did not include the increased wage of non-operating em- 
ployees, which became effective on Sept. 1, 1947. 


AUTOMOTIVE OUTPUT TURNS DOWNWARD IN LATEST WEEK 


The current week the scheduled shutdown by Chrysler of 
practically all of its assembly lines “poses a threat to the industry’s 
projected 5,000,000 car and truck output goal for 1947,” Ward’s 
Automotive Reports state, adding that “some of the loss may be 
made up by slightly higher schedules than expected by other 
manufacturers during the current quarter of the year.”’ The above 
action was forced, according to Chrysler, by inadequate supplies of 
sheet and other steel, 

Production in the United States and Canada during the 
past week totaled 97,372 units, compared with a revised figure 
of 101,608 units in the previous week and 86,330 units in the 
comparable period of last year, states Ward’s. In the corre- 
sponding 1941 week the figure was 79,965 units. 

Last week’s output comprised 91,609 vehicles made in this 
country and 5.763 in Canada. The U. S. total included 65,329 
cars and 26,280 trucks, while the Dominion figure showed 3,737 
cars and 2,026 trucks. 

Following a two-week increase, commercial and industrial fail- 
ures declined in the week ending Oct. 9, although they continued to 
be over twice as numerous as in the comparable week a year age. 
Dun & Bradstreet, Inc., reports a total of 62 concerns failing agaist 
81 in the preceding week and 25 in the corresponding week of 1946. 
Fewer failures than in the previous week were reported in all 
industry and trade groups except commercial service. Over half of 
the week’s total failures were concentrated in the Pacific States 
where 20 concerns went out of business with loss to creditors and in 
the Middle Atlantic States with 16. No other region reported more 
than seven failures during the week. 

WHOLESALE FOOD PRICE INDEX DOWN 

IN LATEST WEEK 
Food prices moved very irregularly this week 
the 31 commodities listed in the Dun & Bradstreet 
price index going up as against 11 that went lower. 
October 7 fell rather sharply to $6.83, 


1.4% 


with 10 out of 





was previously with John Dunbar 
& Co. and Cruttenden & Co. 





drop of 1.4%. The current level compares with $5.40 at this time 
last year, a rise of 26.5%. 
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d| Bradstreet, Inc., 
|at 281.85 on 
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DAILY WHOLESALE COMMODITY PRICE INDEX 


SLIGHTLY LOWER 

Following a rather sharp rise in the early part of the week, 
the daily wholesale commodity price index, compiled by Dun & 
turned downward but rallied at the finish to close 
October 7. This compared with 282.23 on September 
and with 233.56 a year ago. 
Grain markets were very unsettled throughout the week. Early 
strength reflected substantial government buying of cash grains, 
reports of continued dry weather in the Southwestern winter wheat 
areas and prospects for large future exports of grains. Wheat prices 
in early dealings reached new high ground for both the future and 
cash markets. In the latter part of the week all grains declined 


30, 


sharply on liquidation induced by the government's drive for 
voluntary food rationing, together with increasing pressure for 
higher grain margins. At the close of trading on Monday, it was 


announced by leading grain exchanges of the country that margin 
requirements in futures grain trading would be increased to 33!5% 
of the market price, effective Tuesday, October 7. Flour prices 
finished lower with buyers holding off due to the reactionary trend 
in grain markets. 

Livestock markets continued strong, 


with hogs reaching a 


tep of $30.25 per hundredweight, or within 25 cents of the 
record peak. 
Cotton prices were more or less irregular during the week. 


Daily fluctuations were small and closing spot quotations showed 
little net change from a week earlier, as hedging sales and price- 
fixing about offset each other. Mill buying expanded sharply with 
sales in the 10 spot markets reported at 324,600 bales last week, as 
compared with 226,000 in the previous week and 201,000 in the like 
week a year ago. Mills bought for both forward and prompt de- 
livery. Some reports of scarcity of shipping space for prompt 
delivery were noted. 

Preliminary estimates of private authorities indicated this 
year’s production of the staple at about 11,595,000 bales, or 
approximately 200,000 bales less than the government’s Sep- 
tember forecast of 11,849,000 bales. 

The total of 1947 cotton placed into the government loan stock 
for the season to September 27 amounted to 2,904 bales, according 
to the first official report issued last week. This compared with only 
453 bales for the same period a year ago. Cotton textiles remained 
active with strong demand noted for print cloths and sheetings. 
Prices were generally firm to higher. 

There was a noticeable lack of offerings of fine domestic wools 
in the Boston market last week. As a result, trading activity which 
featured the entire month of September, showed a marked decline. 


RETAIL AND WHOLESALE TRADE VOLUME 
HIGHER FOR WEEK AND YEAR 
Cool weather stimulated consumer buying last week and retail 
volume as a result rose moderately above the levels of both the 
preceding week and the corresponding week of 1946, according to 
Dun & Bradstret, Inc., in its current review of trade. Credit and 
installment buying continued to increase and personal loans by 





| creased 


wholesale food | that in the cities of New York and Newark work stoppages in 
The index for | trucking industry prevailed. This compared with an increase ot 36% 
from $6.93 a week earlier, a| (revised figure) in the preceding week. 





banks rose as consumers sought varied means of financing pur- 
chases. The search for moderately-priced articles of good quality 
continued, 

Grocery volume increased moderately and prices of some foods 
remained at near-peak levels. Meat substitutes continued to be 
sought with canned meats, fish and poultry proving popular. The 
demand for both canned and frozen foods was very large with 
dairy products in steady call. Fresh fruits and vegetables remained 
plentiful. 

Fall and Winter clothing attracted favorable attention. 
Women’s wool sweaters, skirts and suits sold well and interest 
in fur coats improved. The demand for women’s gloves, pocket- 
books and shoes increased and new Fall hats were enthusiasti- 
cally received. Men’s covert cloth topcoats, worsted suits and 
rainwear were in steady demand as was true of sweaters. 
haberdashery and _ shees. Children’s Winterwear remained 
popular. 

The demand for better known brands of good quality radios 
improved with bedding and floor coverings selling well. Hardware, 
carpenter tools and paints were eagerly purchased and demand for 
building and plumbing supplies was large. Interest in hunting 
and fishing equipment continued to increase with automobile ac- 
cessories being heavily purchased. The demand for umbrellas, lug- 
gage and small leather articles was also very large. 

Retail volume for the country in the period ended Wednes- 
day of last week was estimated to be from 9% to 13% above a 
year ago. Regional estimates exceeded those of a year ago by the 
following percentages: New England and Pacific Coast 6 to 10, 
East 11 to 15, South 5 to 9, Middle West 7 to 11, Northwest 12 to 
16, Southwest 8 to 12. 

The efforts of retailers to increase their stocks of Fall and 
Winter merchandise gave impetus to wholesale buying the past week. 
Wholesale volume rose slightly above the level of the preceding 
week and was moderately above that of the corresponding week a 
year ago. The scarcity of some types of merchandise continued to 
restrict volume in some lines. The Railway Express strike im 
New York City adversely affected deliveries in many other areas. 

Department store sales on a country-wide basis, as taken from 


the Federal Reserve Board’s index for the week ended Oct. 4, 1447, 
increased by 19% from the like period of last year. This campared 
with an increase of 23% (revised figure) in the preceding week. Fur 


907 


= /( 


the four weeks ended Oct. 4, 1947, sales increased by and for 
the year to date increased by 8%. 
Sharp gains in retail trade volume were the rule here in 
New York last week with estimated department store sales 


reflecting an increase of 35 to 40% above the like period of 1946. 


According to the Federal Reserve Board’s index department store 
sales in New York City for the weekly period to Oct. 4, 1947, in- 
31% In using year-ago 


comparisons for this week the 


above the same period last year. 


allowance should be made for fact 


the 


For the four weeks ended 


Oct. 4. 1947. sales increased 21% and for the year to date rose 


by 8%. 
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As We See It 


(Continued from first page) 
It is evolutionary, not revolutionary. And much more of 
the same buncombe and ballyhoo. 

But sensational or not, it is one of the most auda- 
cious yet devised for condemning some elements in 
the population to the everlasting task of contributing 
gratis to the support of others. It is, moreover, fully 
as fantastic as any that the Rosevelt menage ever de- 
vised, although professedly it has “objectives” rather 
different from most of the earlier devices. 

What Is It? 

What is the nature of this new “Anderson Plan’? Let 
its originators and defenders answer. Here is how Assistant 
Secretary of Agriculture Brannan described the philosophy 
out of which it emerged: 

“Unless we think we can forget the rest of the world, 
unless we choose to forget that this is the atomic age in 
which men have learned to use but not to control the basic 
source of all energy, we must accept our destiny of world 
leadership. 

“Tf we do accept leadership, and I am sure we do, we 
thereby put democracy in the showcase, and the tangible 
symbol of democracy is well-distributed abundance. 

‘We have no practical alternative but to accept abun- 
dance and learn to live with it—to organize it, to sustain it, 
and to make it conform to the realities of demand, national 
and world economic conditions, and technological progress. 

If we are going to have abundant supplies, as we 
evidently are, we had better learn how to have abundant 
distribution. We had better develop ways and means of 
balancing potential production and potential markets.” 


Another official of that Department, apparently speak- 
ing with equal authority, “boldly” added: 

“We recommend that the Congress set as a national 
goal the maintenance of a floor under food consumption in 
the United States based on what the people want and need 
to eat and the ability of our agriculture to produce. Pro- 
grams should then be set up which would, in so far as prac- 
tical, prevent consumption from falling below that level.”’ 


The baffled public, puzzled as to how such a “con- 
sumption philosophy” as this is to be reconciled with 
the current campaign te persuade the public to refrain 
from unnecessary in-take of food, is assured that the 
“Anderson Plan” is designed for some “more normal” 
period after the Marshall Plan has done its work and 
ceased to be. This effort to divorce the “Anderson 
Plan” from European relief, which is believed to be 
headed ior hard political sledding, may be dictated by 
fear of having the two things associated in the minds 
of the rank and file. It may, likewise, be an effort to 
keep those farmers producing who fear that they may 
be left holding the bag when times return to normal 
again both in Europe and the United States. 









































































Fantastic 


Whatever the motive for this divorce, and whatever 
the real origin and purpose of this grandiose scheme for the 
avowed benefit of the farmer and the consumer in the 

* lower income brackets-—at the expense of all the rest of 
us. of course—it clearly out-Herods Herod in an effort to 
make fast political friends of the farmer and the “under- 
privileged third.” 

It is, of course, futile to argue that such treatment 
of the farmer and of certain other elements in the 
nation either will er can enhance the welfare of the 
people. What it can and will do at the very most is to 
enrich certain elements at the expense of all the others. 
Of course, it can hardly be very long before these 
others will want to “get theirs,” too, and so soon as they 
make themselves politically effective, they will get it— 
or, at least, get the shadow of it, which is all anyone 
will or can get out of such schemes as these if they are 
carried to their logical extreme. 

But long before that point is reached great harm is 
certain to be inflicted upon the economy, and upon most 
of those who nourish it and are nourished by it. Apart from 
the ‘frictional cost’ and the simple administrative waste 
certain to arise in any such plan or program, such inter- 
ferences as these with the normal course of natural busi- 
ness inevitably tend to divert labor and capital from the 
production of those things which the people really want to 
the output of other types of goods or services which are not 
demanded by the people in the amounts supposed. 

The Farmer 

There is no other element in the population which has 
benefited py the war in the degree that the farmer has. 
Neither the wage earner whose wages have risen for years 


while to come. 


him to do any such thing. 
The plan now brought 


a presidential election. 


voters next autumn will 


his other attributes the 
sympathetic 
mind toward 
his problems, must have the “hu- 
man touch,” and must know bet- 
ter than almost anyone else the 
true meaning of the _ Biblical 
words, “A soft answer turneth 
away wrath.” If one in the bank- 
ing profession does not possess 
these attributes, even though he 
be a wizard on facts, figures and 
balance sheets, he should be cles- 
eted in a back room and not be 
inflicted upon depositors, bor- 
rowers, and the general public. 
There is probably nothing more 
difficult for human beings than to 
view themselves and their work 
objectively—to see themselves as 
others see them. Bankers surely 
must realize that the layman sees 
them and their works through dii- 
ferent spectacles than they them- 
selves use. And of course, the 
banker is in a kind of showcase 
for all to see and analyze, because 
of the very nature of his work. In 
this connection, entirely too many 
people, rightly or wrongly, view 
bankers not as their warm and 
dear friends, but on the contrary, 
regard them with feelings ranging 
from indifference to hostility. The 
chief reason for this lies in the 
fact that these people have been 
mishandled one way or another, 
or have heard of someone who 
has. While most people recognize 
the essentiality of banks this 
should not be confused with the 
idea that they approve and like 
the service or the people who ren- 
der it. 
Mathematics vs. Human 
Relations 


I suppose that one reason so 
many bankers are “short” in their 
knowledge of how to work with 
their fellow men is that their very 
training in figures—in cold, hard 
figures—limits their horizons and 
restricts their understanding of 
human nature. This is probably 
the case because, when one deals 
in nothing but figures one is deal- 
ing in the concrete, the finite. 
Mathematics is an exact science. 
The matter of human relations is 
the reverse. Every person repre- 
sents a different problem wrought 
out of his emotions, reactions, psy- 
chology and the like. 

Instead of continuing in gener- 
alities I'd like to give you some 
specific illustrations of the type 
of thing to which I refer. 





Unjustified Arrogance and Its 


banker | people—common _ or 
must be a diplomat, must have a/| 
and understanding | 
his fellow men and! 








Unfortunate Effects 


time immemorial the | 
has wielded enormous 
power. For centuries he was the 
power behind many a throne. | 
And as such he was highly re-| 
spected, or feared, by the popu- | 
lace. The arrogance of the banker | 
of that day has been inherited by | 
many in the profession—not by | 
some of the top men alone but} 
also by many of the smaller fry. | 
But this is the 20th century. We) 
have a democracy; and the bank- | 


From 
banker 





er, after all, is completely de-| 


i} New York 


forward is typical of those 


which throughout half a decade or more before our 
entry into World War II marked the 12 months prior to 
It is to be hoped that the 


have an opportunity to 


express their opinions of such nostrums, and that they 
will give a convincing answer. 


otherwise 
for his strength! Obviously there 
is no reason today for arrogance 
in any banking institution, and 
there is no place for it. 

I could give you numbers of il- 
lustrations of this foolish arro- 
gance—but one or two will 


fice. Last year a friend of mine 


told me he wanted to borrow 
some money. His collateral was 
excellent. I said I'd be delighted 


to introduce him to JOHN DOE 
of the XYZ Bank. I did—to my 
embarrassment. John Doe, always 
seemingly a very agreeable 
vleasant chap, underwen ta trans- 
formation when I introduced my 
friend and said that he had come 
for a loan. 
the “I am an important banker” 
pose, and looked down his nose at 
my friend. 
but my friend had been embar- 
rassed, and I doubly so. You may 
be sure I'll never try to aid him 
again. 

In another case, I knew a bril- 
liant young banker in the middle 
west. He had everything in the 
way of a thorough knowledge ol 
banking, but also an overbearing. 
disagreeable and nasty manner. 
It was impossible for him to 
profit by that old. adage that you 
catch more flies.with sugar than 
you can with vinegar. As a re- 
sult he lost a marvelous opvor- 
tunity, as his bapk could not “af- 
ford” the costly.toll of his petu- 
lance and arzegance. 


The Indifferent Teller 


There is every | 


would be more than foolish to suppose that the authorities | treasurer went to the bank 
at Washington can contrive any device which would enable | 


| why that. 


' this type of renewal a: a 


A Bank Director Looks at Banks 


(Continued from page 6) 


almost as if by magic, nor the industrialist, whose profits are |New York bank aggressively so- 
substantial, have at any time come near getting gains out of 
this war to match those of the agriculturist. 
reason to expect the farmer to continue to do well for a good | cargo of sugar on excellent col- 
But, of course, he can not expect to live | lateral, well margined on a three 
in this extraordinary world forever and a day — and he| ™0nths’ basis. Because the distri- 


our business 1) 
sugar. Finally we opened an ac- 
count and financed, through it, a 


| licited some of 


bution our 

1K to re- 
new the note on the balance un- 
sold. He had trouble. The ban 
wanted to know why the sugar 
hadn't been sold, why this and 
Other banks. experi- 
sugar alwavs handied 
detai!. 
Needless to say, we contined our 


of sugar is seasonal 


enced in 


business after that to the banks 
that knew something abcut sugar. 
After all, life is too shor: for the 
business man to educate the 
banker on simple facts that he 
| should find out for himself be- 
fore soliciting business in a new 
field. If the particular irdusiry 
Or company is worthwhile solicit- 
ing it should be worth while to 
learn something about a.b. c.’s 
before making the bi tor the 


| 
| 


| 


suf- | 


} 
} 


business. 


In recent years oi Willing” 


money trying to find a! .e there 
has been a considerable step-up 
| by banks in sending out represen- 
tatives to solicit new Jusiness. 
Banks in New York, Chicago, San 
Francisco and other larce centeis 
have been particulai:!, active. 
Hardly an important business 


| 


| house has been overlooked. 


| 


and | 


He froze up, put on| 


He approved the loan | 





This 
competitive, aggressive spirit is 
commendable. But, unfortunately, 


some of the solicitors are inade- 
quately equipped to make either 
an impression or get the business. 

The solicitor must have a 
thorough knowledge o! banking 
and something to contribute in 
the way of information. ideas and 
suggestions to the prospective 
customer. It is a good ruie that a 


solicitor has no right to take the 
time of a busy man unless he can 
justify the time taken saying 


something of interest and value. 
Glad handling the _ prospective 
customer or “paying the bank's 


respects” or “making just a cour- 


tesy call” is so much froth and is 

|'so treated by the prospect. The 
cream of the bank's crop in 
knowledge, personality and diplo- 
macy—should properly be. the 
bank’s emmissaries. 

Now having gotten ose un- 
pleasant examples off my chest 
I'd like to make a few observa- 
tions on salesmanship, advertis- 
ing, public relations, t:ust woik 


This Spring T went toa promi- | 


nent New York Savings Bank to 
open a Savings account in a fairly 
sizable’ amount. I was directed 
to one of two men whose sole re- 
sponsibility was to handle 
accounts. Believe it or not, this 
man did not say ‘‘good morning,” 
“thank you,” ‘“‘we are happy to 
have your account,” or “goodbye.” 
All I can. say~-tor him is that he 
didn’t tell me to go to hell. 

This sort of thing is disgrace- 
ful; it is poor--public relations; it 
is poor salesmanship. There is no 
excuse for it. If one buys a 10 
cent article in Woolworths the 
courtesy of a ‘thank you” is 
given. Surely bank clerks should 
be intelligent enough to be able 
to learn good manners. 


Bank Solicitors Should Know 
Something About the Industry 
From Which They Solicit Busi- 
ness. 

There is a certain bank in 
which does a very 
large business in the sugar, cofiee 
and tea trades. The reason is sim- 
ple. Its representative has studied 
these markets. He “talks the 
language.” It is easy for him to 
get an interview and hold inter- 
est because he knows what he is 
talking about. And he knows who 
is who in the trade. He is tougn 
competition for the “clean cut 
chap with the attractive person- 
ality” who doesn’t know the bus!- 
ness. 


Let me cite 


a case —about i0| 


new | 








and one or two other items. 


Salesmanship—One of the Great 


Arts 
Salesmanship is one ot the great 
professions, too often reglected, 


unrecognized, or misunderstood 
by men in other fields of en- 
deavor. I have seen outstand- 
ingly capable men who <¢re ona 
treadmill because they do _ not 
have the faculty of selling their 
abilities. In a like manner I have 
seen worthy institutions stand 
still simply because the. did nof 
know how to merchancise what 
they had. On the other hand, 
where intelligent salesmanship 
has been applied able men and in- 
stitutions have had remarkably 
successful careers. The late Al- 


exander Wolcott admitted he was 
not as intelligent as his conter- 
poraries but he offset this lack 
by the good merchandising of 
what he possessed. 

There are too many of the 
would-be variety of salesman. 
There’s really no use for a man 


to attempt, or continue in, the 
sales profession unless at the 
minimum he is willing: 

(a) to learn everything about 


the product or service he has ta 
sell. The salesman is at a terrible 
disadvantage if the man he calls 
on knows more of the subject of 
the salesman’s kusiness than the 
salesman knows himself or if his 
competitor’s representative knows 
more than he does. In either case 
he makes a moneky of himself; 
(b) to wear out lots of shoe 


| leather. You can’t get new busi- 


| 


pendent upon the good will of the! years ago a representative of a\ 


ness sitting behind a desk: 
(c) to use his imagination; 
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(d) to practice the art of set-|should at least say, “This Is a 


ting along with people. 
Persons who are. anti-social, 


Good Bank.’ But say semething! 
To be effective, advertisements 


who haven't warm hearts and the | must give some good reasons for 
human touch, should never go into | people to come to, and believe in, 


salesmanship. They should took 


the bank that is advertising. And, 


for jobs that require the least pos-|by the way, I don't imply that 
|banks should ever be undignified 


sible human contacts. 

And it goes without saying that 
salesmen's efforts should be well 
directed by a master. 

My company is in the sugar 
brokerage business. We sell sugar. 
In all of our 55 years of existence 
we have never had a sugar buyer 
walk in our door and say “here 


is my account. Please handle it 
for .me.’ But we have many ac- 
counts on which much_ shoe 


leather was worn out and a great 
deal of effort was expended be- 
fore it was proved to them that 
of value. 


our service would be 

it’s a long, hard grind but it’s 
worth while from every stand- 
point. And we don’t get new ac- 
counts by talking about the 
weather, who'll win the World 


Series and the like. With the in- 
telligent buyer there must always 
be a sound reason for the switch- 
over. 


What Every Good Merchandiser 
Knows 

Great strides in recent years 

have been made by some progres- 

sive banks in advertising their 

wares. This is good, for there is 

no less reason for a bank to ad- 


vertise than a manufacturer of ice | 


boxes or automobiles. The bank 
provides a product as they do. The 
only difference is im kind. 

Now about that mousetrap man- 
ufacturer hiding out in the woods 
—it just ain't true. Nobody beats 
a path to anyone’s door for any- 
thing unless a market—need, de- 


sire or urge—is created. And do 
we not tind that today all Amer- 
icans are brand or name conscious 


to a procressively greater degree’ 
Who buys anything that they have 
not hea: about over and over. 
During the war shortages the peo- 
ple bought any brand of cigarettes, 


sugar, shirts, etc., they could get. 


Toda\ some cases after five 
years of absence from the shelves 

the people are turning right 
back t their old well-known 
brands 

Applied to banks, I know of the 
existence of certain banks because 
of their excellent advertising or 


public relations programs, and for 
no other reason. As an illustration, 
I have never seen or been inside 
the Cleveland Trust Company. 
Nor did | ever have the pleasure 
of meeting its famed economist, 
the late Col. Leonard Ayres. But 
for many vears I have been very 
conscious of its existence and have 


the impression it is a very fine 
progressive institution. There are 
thousancs of fine outstanding 


banks throughout the nation I 
have never heard of—but that is 
not my fault. Not that I mean to 
imply thet it is important for them 
that I know of them; but rather 


that it illustrates the power of 
good public relations and adver- 
tising. 

It also illustrates that a back- 


ground can be built up for a bank 
so that sales resistance may 
broken cown for the solicitor be- 
fore he ever makes a call. 
example. tomorrow, a man should 
come to my office and present his 


card reading “Richard Roe of the | The bigger you are the 


Cleveland Trust Company” he cer- 
tainly would receive a more 
favorabie opportunity from me to 
say his say than would John Doe 
of the “We Don’t Advertise Bank 
& Trust Company.” The important 
point that all good merchandisers 
know is that advertising blazes 
the trail through the woods. so 
that the salesman can be fully 
effective in getting a good inter- 
view anc in securing business—- 








in their copy. 

And as for Trust advertising, 
even today I notice a tendency by 
many banks tc repeat old, hack- 
neyed sales phrases in pages of 


|SOlid type without the live, human 


interest illustrations that general 
advertisers use to draw attention 
and make their messages compel- 
ling. I think they miss the boat 
with the millions of people who 
are eye-minded. 

It seems to me that most of the 
news items about banks and 
bankers have been restricted to 
information that so and so has 
been made a vice-president or 
someone else has been made an 
assistant treasurer. Surely there’s 
a lot more than that to be said by 
banks, large or small. I believe 
that an aggressive, live, wide 
awake institution must have in- 
teresting information to feed to 
the press. If the bankers don’t 
have it—who should? The bankers 


‘certainly are in a position to get a 


marvelous cross-section view of 


industry, agriculture, and condi- 


tions generally. If the banker is 


|\@ leader he must make public ad- 


dresses and must share in many 
community activities. In anvy 
event, there should be a great 
wealth of information to be tap- 
ped in any of these directions and 
disseminated. 

One of the finest of the public 


irelations activities for a bank is 
ithe business and financial report 


issued weekly or monthly by cer- 
tain banks. I refer to the types 
issued monthly by the National 
City Bank of New York, and the 
weekly called “Trends” issued by 
the Continental Bank & Trust 
Company of New York. Issues 
such as these are of value to the 
recinients—they are a service— 
and they also keep the _ bank’s 
name before the depositor and 
borrower in a most constructive 
and effective manner. 


How Big Is Big? 

Some of you may _ represent 
banks that live on the wrong side 
of the tracks because you are lit- 
tle fellows in deposits and you 


‘lack impressive marble halls and 
ithe 


like. 
down. The man at the bottom 
with ambition, drive and ability 


‘gets to the top because his quali- 


fications won't let him rest on the 
bottom. One of his biggest assets 
is that frequently the man at the 
top gets too complacent. And as 
to whether a million or two or a 
billion«,or two more in deposits 


\is important, you'll find today that 
|the greater emphasis is placed by 


| business 
| principles, 
\leadership and 
/humaneness 


men on sound banking 
quality of service, 
the banker’s 


and understanding. 


| Much depends, too, on the ability 
| to merchandise—to take, as Elbert 


| Hubbard 


be | 





If, for | 
|I say that your general public re- 


| 


| 





with less delay and, therefore, at | 


lesser cost. 
_But, if you are going to adver- 
tise, it is pretty useless to put 


said, the lemons. the 
Lord gives you and start a lemon- 
ade stand. 


To you who represent big banks 


lations policy is most important. 
more 
chance there is that you will be 
misunderstood, deliberately or 
otherwise, and the more critical 


your opponents will be. Envy :s 


a very human trait—though not a 
pretty one. 

Yours, because of your size and 
influence, is the responsibility to 
establish and maintain the high- 
est possible ethical standards, to 
educate the public on sound eco- 
nomic principles and to create 
generally a proper respect for the 
banking fraternity by your every 


action. And uvon you too falls the 


these ads in the paper, of which | 


I see so many, heading “The Old 
Fashioned 


Bank & Trust Com- | 


pany, 212 Wall Street, New York.” | 


If you can't do any better you 


heaviest part of the burden of re- 
sponsibility for drawing the fangs 
of the demagogue and for defend- 
ing and protecting the private 
banking system of the country. 
That doesn’t mean that the smail- 


Don't let that slow you | 


er banks have less responsibility, 
but, as we all know, the strong- 
est must assume the leadership. 
Where in any community, the big 
bank fails to show such leader- 
ship it provides a golden oppor- 
tunity for the small bank to as- 
sume it and gain tremendously in 
good will, deposits and business 
generally. 


“They Took a Profound Interest 
In My Problems” 


A friend of mine, the head of a 
large corporation, some years ago 
told me that his company had 
started doing business with the 
A. B. C. Bank, although they 
really didn’t need another bank 
any more than a cat needs an- 
other tail. He was, however, so im- 
pressed with the patience, con- 
scientiousness, and knowledge of 
the bank representative that he 
finally succumbed. Not long ago, 
out of curiosity, I checked up with 
him on this situation. ‘Yes,’ he 
said, “‘our business has expanded 
tremendously with that bank sim- 
ply because it has taken a pro- 
found interest in my problems— 
more so than our other banking 
connections. That bank is really 
an important ‘department’ of our 
business.” 


The Trust Department—Nugget 
Of Opportunity 


If I were a salesman for a bank 
the Trust Department would par- 
ticularly attract and intrigue me. 
lt’s a natural for building up a 
general business for a bank. It is 
one very good reason for getting 
in to see almost anyone—in any 
| business—‘“cold.”’ 

There are undoubtedly hun- 
|dreds of thousands of well-to-do- 
|people in the United States who 
|have not taken any intelligent 
step in providing for the distribu- 
tion of their wealth and the hand- 
ling of their affairs after death. 

In our daily business life there 
jare certain things we are obliged 
|to do—such as making deposits 
‘and borrowing money. But we 
are not obliged to make our wills. 
| Thus, many die intestate or with 
simple wills that do not adequately 
meet the problems of their sur- 
vivors. 

Everyone, subconsciously — at 
least, worries about his failure to 
make the proper provisions for 
death, In most cases they are 
“pushovers” for an_ intelligent 
trust department representative. 
| Yet, on the whole, relatively little 
personal saleswork is done in this 
fertile field. 

It is quite true that many banks 
advertise their trust departments 
‘and send out folders or booklets— 
and this is all good. But it should 
be followed up by personal visits 
of the banks’ representatives for 
there is no substitute for the per- 
son to person solicitation. 

And such calls should prefer- 
ably be made by an officer whose 
experience includes not only trust 
work, but who is comovetent to 
speak on behalf of the bank as a 
whole. Such an officer would be 
able to extend the solicitation to 
‘other banking services as oppor- 
tunity might present or be created 
by him, 














Bank Directors Should Serve a 
Useful Purpose 


It seems to me that there is no 
excuse for any director to be on 
the board of any bank unless he 
serves a_ useful purpose. He 
should be carefully seiected for a 
specific purpose. Over the years 
many banks have selected bank 
directors on a “window dressing” 
basis or because of social connec- 
tions. Where this has been the 
case it has not truly served the 
stockholder, the depositor, or the 
customer of the bank. Bank di- 
rectors should be experts in their 
respective fields where such ex- 
pertness can contribute something 
to the welfare of the bank. And, 
above all else. a man should not 
be a bank director unless he is 





willing to do some work for the 








bank and to forswear being a 
rubber stamp. It is most important 
that at least one director of every 
bank be an expert on merchandis- 
ing. 


Simple, Effective Annual 
Reports 


Under the law banks are viewed 
as semi-public institutions. Even 


were it not so, a depositor has 
every reason to desire to know 
the condition of his depository. 


The borrower also, if he is sound, 
has a prime interest in the state 
of health of the institution upon 
which he is leaning. Hence, as I 
see it, the annual statement is not 
due just the stockholder, but the 
depositor and borrower as well. 


In addition, the adoption by 
banks of such a policy of distri- 
bution of annual statements can 
be turned into an effective adver- 
tising asset, If annual statements 
are prepared interestingly, color- 
fully and simply they will pay 
dividends. This is a natural for 
good salesmanship. If the job is 
well done it will also be useful to 
a salesman in approaching pros- 
pects. It will place in his hand a 
visual educational piece to talk 
about so that he may the better 
explain his bank and its facilities. 


Where industrial organizations 
have made their annual reports 
interesting, comprehensive and 
colorful, and have distributed 
them to employees, customers and 
prospective customers, in addition 
to stockholders, they have found 
these reports to be of tremendous 
value in creating good will and 
understanding. It’s just good 
public relations! 


Refusal to Deny Is Considered 
Confirmation 

Banks are not perfect, but they 
have been unjustily mauled and 
maligned for the public’s benefit 
over a period of vears—largely 
by unprincipled, self-seeking po- 
litical demagogues who would 
defame their grandmothers if it 
would win votes for them. As I 
read the newspapers and period- 
icals, it seems to me that most 
bankers take the attacks against 
banks lying down. I judge they 
consider that (a) it is beneath 
their dignity to deny the allega- 
tions, or (b) they might lower 
themselves in the eyes of some 
depositor or group of depositors. 
or (c) their hides have been so 
toughened that they don’t feel the 
barbs. Whatever the cause, the 
banks need to change their think- 
ing on this subject. It calls for 
good public relations counsel— 
and suitable action, The public is 
entitled to the truth on all things. 
Remember that ‘silence lends 
consent.” 

It’s a sorry state of affairs when 
those primarily interested in the 
subject—the bankers—do not fol- 
low a logical, positive, well-con- 
ceived program that will protect 
a bulwark of our free society— 
the independent banking system. 
Let’s not blame the public for 
misconceptions if we fail to do 
our part in educating them. 


The Approach to Socialization 


As we have seen in Hitler’s 
Germany, Mussolini’s Italy, and 
now in Attlee’s England, the first 
movement by those who wish so- 
cialization is to establish close 
government control of banking. 
Such government control of the 
banking system is the forerunner 
of the later steps in forming the 
socialized state. 

Under our dynamic system of 
production, which has produced 
for our people the horn of plenty, 
America’s thousands of  inde- 
pendent banks have been the 
heart of the body of commerce. 


One does not have to be a 
banker to know that steps have 
been taken and will continue to 
be taken by the leftist groups in 
this country to bring about, 
through slow but sure government 
regimentation, the eventual elimi- 
nation of the private ownership 
of banks. 

Is this a 


problem in 








bankers have taken all the steps 
they ean and should? You know 
the correct answer to that. 


The Man in the Street Wants 
The Verities 


In this mad, moving rush of 
today, with the moral fibres of the 
people weakened and a kind of 
fear psychosis gripping them as a 
result of two terrible wars, a se- 
vere economic depression, and the 
heart-breaking aftermath of the 
last war, the man in the street is 
yearning for someone to erect 
some guideposts for his benefit— 
directions by which to meet the 
everyday problems of life and to 
face the numberless crises of the 
present day so that he may avoid 
the pitfalls of demagoguery and 
the quicksands of intolerance and 
strife. 

Actually, what he needs to hear 
more than anything else are the 
vital truths of lfie—the facts and 
fundamentals, many of which 
have been forgotten as we have 
turned away from spiritual to ma- 
terial values. He needs to be 
reminded that— 

Work is the greatest panacea for 
man’s ills, 

Honesty is the best policy. 

Ours is a country of hope. 

Our true and tried system of de- 
mocracy should not be tam- 
pered with. 

In general, the man in the 
street needs leadership. This 
leadership can be given by bank- 
ers and businessmen if they will 
awaken to their responsibility 
and the challenge before them. 


Wanted — Bank Leadership to 
Hold, Defend and Preserve 
Our Free Society 

Every thinking, intelligent per- 
son in the United States knows 
that if our society were not free 


we would retrograde at a rapid 
rate. Everyone who reads and 
observes knows of the activities 


of the many groups whose pur- 
pose is gradually to kill our form 


of ereative, cooperative, inde- 
pendent enterprise. 

As patriots the duty of every 
sound American is crystal clear. 


As businessmen who are supposed 
to have vision and understanding 
and would be greatly affected by 
socialization, this is no time for 
silence, stuttering and stammer- 
ing. 

Whatever your or my business 


problems may be, they are all 
petty compared with the major 
problem of us all—that is, how 


may each of us in America work 
to preserve our free society, price- 
less to all of us and vet accented 
casually and almost indifferently 
by most of the people who have 
forgotten the heavy price our 
forefathers paid for it. 

The job is not going to be done 
by pussyfooting bankers and busi- 
ness men who fear to speak out 
because they might lose a few 
orders or a few devosits or be- 
cause thev fear revrisal by some 
bureaucratic government head or 
department. As a matter of fact, 
if the issue is to be judged on 
such a basis, business leaders with 
such little vision will well earn 
what the leftists will give them. 

Is this a problem in which the 
banker should be frankly and 
fearlessly active? I think it is.. 
Is there any group in this country 
so completely dependent on the 
foundation stone of the free so- 
ciety as bankers? I think not. 
Does the banker owe it to others 
whose business structure is de- 
pendent on a free society te be-~ 
come articulate on this subject 
and take suitable action? Does 
he owe it to the people generally 
who, after all, can hardly be ex- 
pected to be specialists in the 
complexities of economics to as- 
sume leadership on issues of this 
kind? The answers are obvious. 

Bankers will have to throw off 
their lethargy and become an ac- 
tive, virile force in resolving the 


burning issues of the dayv—or 
else parrot King Louis XV_ of 
France who said, “after me, the 


which ! deluge.” 
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(Continued from page 10) 
policy; others did not. In Ger- 


iunany, it is said of Bernard of 


Ascania, that he devased the coin- 


Government bond prices have given considerable ground under | age ot his realm, on the average, 


the impact of selling by investors and traders. 
creased on the decline. . 


_, Although the transition from wartime to ‘reign. In 


Volume has in-|three times annually during his up sooner or later. It is the surest 


most instances, the 


peacetime money markets, with higher money rates and their attend-|-wiers who debased the. coinage 


ant uncertainties are the underlying reasons for the recession in 


| attempted to justify their conduct 


bond prices, the immediate cause of the sharp sell-off in Treasury | in much the same manner that the 


issues is the acute weakness of the corporate bond market. .. . 


‘President’s proclamation at- 


Holcers of government obligations are fearful that continued weak- | tempted to rationalize our devalu- 


ness in corperate bonds, which is bringing about higher yields for | ation of the dollar. 


these securities, must have an effect upon Treasury securities. 


They stressed 


the immediate advantage; they 


In order to avoid being caught in a downdrift which might develop, | overlooked the importance, in the 
traders have cut positions and even put out short lines while in- | long run, of confidence in the in- 
vestors are taking down profits or getting cash that is, or will be|tegrity of the circulating medium. 


used, to purchase higher yielding corporate bonds, when the time is| 


right. 
WEAKNESS IN TREASURIES 
Institutional investors are in the driver's seat at last, and they 


“7 


One thing is made abundantly 
iclear by recorded experience. The 
'strongest most unscrupulous gov- 
‘ernment is powerless to regulate 
the value of anything, though it 
may attempt to regulate the price. 


are not showing any desire yet to rush in and grab securitics at! During the period of the French 
i 3 that would have been extremely attractive a short time ago.) ae . : a 
yields that would ha Be ; ,-.¢ | Revolution in which Robespierre 


... With the supply of corporates increasing and the investment of 


funds not so pressing. they believe it is worth while to wait for 


more settled conditions and higher vields, in corporate bonds. . . . 
This attitude had to have an influence upon Treasury issues, because 
the stepping aside of buyers combined with selling, pushed governa- 
ment bond prices down sharply, some of them to new yearly lows, 
particularly the restricted obligations. 

The abrupt and fast decline in corporate bonds, has brought 
up again the old question of yield spreads between these secur- 
ities and government obligations. ... Although yield differentials 
is a very debatable topic, it seems to be rather generally agreed 
that AAA corporates, under peacetime conditions, should yield 
at least .50 basis points more than Treasury issues; AA’s .25 to 
.35 more than AAA’s, and A’s .35 to .50 greater than AA’s... 
The transition has set in and it is only natural that confusion 
should be rampant in corporate securities. . . . Therefore it is a 
bit early to apply any set rule of thumb, between yield spreads 
of governments and corporate obligations. .. . 


COMPARATIVE YIELDS , 
However, it is being noted that the AAA Duquesne Light bonds 


are selling to yield 2.74%, as against 2.50% for the new non- 
marketable bond, 2.35% for the Victory 2!'2s and 2.15% for the 


longest eligible 242s....AA rated issues such as the Pacific Gas and 
Electric Z7ss and the New England Telephone and Telegraph 3s are 
yielding about 2.95% and 2.92%. . Taking the 212% yield on the 
non-marketable treasury as a base, the AAA issue is still out of line 
with this gavernment security, as are the AA obligations, so that 
higher yields would be expected in corporate bonds. ... The return of 
2.35% tor the longest tap issue indicates that the AAA and AA cor- 
porates are not too far away from the desired yield differential 
when compared with this Treasury issue, but some adjustment would 
still have to be made.... 

The yield of 2.15% for the eligible 2'4% bond indicates that 
the AAA corporate bond return is well in line with what is 
looked upon as an ideal spread. ... Commercial banks, however, 
are not large enough factors in the corporate bond market to 
bring about a reversal in the yield trend of these securities... . 


MORE LIQUIDATION 

If the yields on Treasury obligations, particularly the ineligible 
issues, should remain stable, there would have to be some future 
increases in the yields of AAA corporates, in order to bring the re- 
turn in line with the government security. This raises the 
question as to whether government bonds will remain stable with 
continued lower prices for corporate bonds. ... Already quotations of 
Treasury securities have gone down because of the price weakness 
in corporate obligations. 

More liquidation of governments is looked for in some quar- 
ters because of the down-trend in corporate obligations, with 
guesses that the Victory 2!'5 might go to at least a 2.40% yield 
basis. ... The longest bank issue could be more resistant to the 
decline, but it is being pointed out that the three point price dif- 
ferential between the Victory 2!4s and the 214% due Sept. 15, 
1967/72 is quite likely to be maintained, ... 

So if the longest ineligible 2!2s should go down to 10115, it is 
believed that the most distant bank 2!»s would also have a rather 
sizable reaction. 


GRADING UP 

Despite price declines in Treasuries, there are some bright spots 
in the picture, because the volume of trading has picked up con- 
siderably and this is very welcome to the dealers, which have not 
been overburdened with business in the recent past. ...A good trad- 
ing market with wider swings and more activity is quite likely to 
come out of the changing money market conditions. 


‘H. W. Goldsmith & Co. to 
Admit Greenwald & Ihde 


H. W. Goldsmith & Co., 50 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, will admit Alfred Green- 
wald and Albert J. Ihde _ to 
partnership in the firm on Oct. 17.| Southwood, member of the New 
Mr, Ihde will acquire’ the] York Stock Exchange. Mr. Kings- 
‘New York Stock Exchange mem- ley been doing business as 
bership of Samuel J. Kingsley;|}.°. .,... 

Mr. Greenwald will acquire the an individual. Mr. Southwood was 
membership of the late Victor M.}@ partner in H, W. Goldsmith & 
Cortes, Co. 


Singsley & Southwood 
Formed in New Yerk City 


Kingsley & Southwood will be 
formed as of Oct. 17 with offices 
at 14 Wall Street, New York City. 
Partners of the new firm will be 
Samuel J. Kingsley and Harry F. 


has 





and the Committee of Public 
Safety wielded the power of life 
'and death in France with terrific 
energy, they made determined 
'and unsuccessful efforts to main- 
tain the value of their 
/'money known as assignats. They 
‘did their utmost to stop the sink- 
ing of the Revolutionary paper, 
| but value knows its own laws, and 
follows them in spite of decrees 
and penalties. 

Although lessons from history 
offer an almost infinite variety of 
circumstances, ‘time and_ place, 
there is one important conclusion 
that can be drawn. It is that de- 
valuation will be reflected even- 
tually in inflation, regardless of 
| the edicts of kings, the drawing 
and quartering of merchants, or 
any other measures. The timing, 
that is, the time at which the in- 
flation sets in, is the only element 
of uncertainty. 

(b) Fiseai Policies of the Gov- 
ernment: The most dangerous and 
most effective part of this planned 
inflationary program has been the 
deficit financing continued year 
after year on an ever-larger scale. 
This was fiscal inflation, and to- 
day it is the basis of an inflation- 
ary structure, because it put an 


into circulation. By this process, 
year after year, the government's 
rapidly-mounting debt was 
“monetized” by the banks. Enor- 
mous deposits were created, the 
turnover of which became more 
rapid. It must be acknowledged 
that the financing of war on an 
astronomical basis (necessar*- as 
it was) was an inflationary p._ uc- 
ess, the evils of which were de- 
layed, as they always are, during 
the war. 

From 1934 (fiscal year basis) to 
June, 1947, government expendi- 
tures were $479 billion; receipts 
'$252 billion. Thus over $220 bil- 
lion had to be borrowed. 
words, there was aimost as much 
borrowing as there was revenue 
in 14 years. In June, 1947, money 
in circulation was $28 billion. This 
is the so-called ‘hot’ money, a 
source of price inflation. 
ing deposits in banks together 
with currency outside 
amounted to $108 billion in June 
of this year. 


When people have money they ; 


are going to use it. But because 
of the restricted production of 
consumer goods during the war, 
competition for existing goods be- 


came acute, and naturally prices) 


rose sharply. 
But when a large amount of 
money is made available by artifi- 


cial means, the relation of money | 
and commodities is thrown out of | 


balance. It is this manufacture of 


|money which causes so much of | 


'the trouble. Price inflation always 
comes when there is too much 


money in relation to the volume | 


\of goods and services. 
Mr. Roosevelt’s fiscal inflation 


began to show results in 1939. Be- | 


tween August of that year and 
July, 1942, the Labor Depart- 
ment’s index of 28 basic commod- 
‘ities, all sensitive to inflation , 


paper | 


ithe Federal total, the amount that 


; , ceeds 
‘unprecedented volume of money 


| tional income. 


In other | 


| CIO, announced the conclusion 
that wages could b2 increased 
25% without an increase’ in 


Check - | 


banks| 


| his approval of wage increas2s, 


| should have known better.” 


' demand for 


_ forces, went up 67%. When your 
government issues large volumes 
of money, the value of your money 
goes down in terms of commod- 
|ities, and prices are bound to go 


way of promoting inflation. 

It is to all intents and purposes 
ithe method used by the German 
|'Government after World War I. 
Germany put hundreds of quin- 
'tillions of Marks into circulation 
|'by the same process we used, and 
_in 1923 her prices were a trillion- 
‘fold higher than they were ten 
|years before. The process here is 
ithe same; the degree is less. 

(c) High Cost of Government: 
|The Joint Committee on Taxation, 
iCongress and nearly everybody 
‘else are agreed that the govern- 
‘ment can help keep prices down 
by keeping its own expenditures 
down. 

Congress moved last year in this 
direction, but I would be less than 
candid if I did not say that in my 
|jJudgment it moved too little and 
too late. 

In 1929, while America spent 
only $19 billion for food, it spent 
‘only $3 billion to maintain the 
Federal Government. In other 
words, government cost roughly 
|one-fifth as much as food. Ten 
years later, in 1939, the contents 
of our bread basket were bought 
for $15 billion, but Uncle Sam 
paid out $9 billion. In that year 
|government cost three-fifths as 
much as food. 

The price paid by the people of 
the United States last year to pay 
the expenses of their Federal 
/Government alone exceeded the 
|price they paid for food. In the 
calendar year 1946, the latest 


‘High Prices—Causes and Remedies 


per capita income in America is 
now $1,200 after taxes, which is 
nearly two and one-half times as 
much pocket money as each in- 
dividual had in the period 1935- 
1939. There are 15 million more: 
persons receiving pay every week: 
than there were in 1939: 
people earning money, more peo= 
ple eating food, buying clothing 
and other necessities, and buying 
luxuries. It is apparent, therefore, 
that from the domestic standpoint. 
alone the producers of food, the 
farmers, would be enjoying an 
enormous seller’s market, the most 
profitable in our history. But 
superimposed upon this enormous 
domestic market is the worid 
need, 

Our exports on the whole cons 
sist of those products, heavy con- 
sumer goods and food products, 
which are in short supply here at. 
home. Thus, we have a two-way 
pressure on domestic prices. First, 
the enormous purchasing power 








period for which data are avail- 
able, the Federal Government | 
spent nearly $45 billion to keep 
itself alive. In the same year, the 
people spent $2 billion less than 
that or nearly $43 billion to buy | 
all the food consumed. 

If the expenditures of State and 
Local Governments are added to 


the high cost of government ex- 
last year’s cost of food is 
made much greater. 

Now let us compare the Federal 
expenditures with the total na- 
In 1929 the Federal 
expenditures were less than 4%, 
but by 1946 they had increased to 
nearly 25% of the national in- 
come. When the cost of maintain- 
ing the State and Local Govern- 
ments is added, the American 
people last year, on the average, 
were devoting nearly one-third of 
their working time and effort to 
defraying the cost of government. 

An so it is fair so say that an 
important constitutent part of the 
high cost of living is clearly the 
high cost of government. 

(d) Labor Policies of the Gov- 
ernment: In December of last year 
the so-called “Nathan Report,” 
prepered at the instance of the 


prices. In the Spring of the pres- 
ent year the CIO began its drive 
for a second round of postwai 
wage increases. Though often re- 
quested to do so, the Administra- 
tion gave no indication that it did 
not approve of the startling the- 
ory expressed in the Nathan Re- 
port. In April, President Truman, 
at a press conference, indicated 


and at the same time called for 
lower prices, from which the 
country assumed his approval of 
the theory of the Nathan Report. 
Immediately there was a second 
round of wage increases, and the 
inevitable higher prices resulted 
The spiral thus initiated has not 
vet spent itself. As Senator El- 
lender has said: ‘“‘Any school boy 


(e) Experts and Foreign Relie!: 
Never before in the history of 
the United States has the domestic 





food supplies been 
as great per. person as today, The 


within the country, and second, a 
prodigious demand abroad for the 
same scarce goods. The Adminis- 
tration has been trying to meet 
this foreign demand. It has 
shipped abroad no less than 5% 
of the total domestic supply of 
meat and dairy products. It has 
sent abroad more than a third of 
the domestic supply of wheat. 
This year, we will ship more than 
400 million bushels of wheat, and 
this is four times the average of 
the vears before the war. And 
foodstuffs, it should be remem- 
bered, are a greater factor in the 
inflationary process than heavy 
goods, for their production can- 
not be adapted to the fluctuating 
changes in demand as readily as 


can be the demand for heavy 
goods. Thus food products are 
more sensitive to inflationary 


forces when the demand exceeds 
the supply. This food situation is 
made more acute because the corn 
crop is off substantially. Conse- 
quently, American farmers are 
compelled to use wheat for anima} 
feed in the coming season. If this 
is not done, there will be a very 
great falling off in the supply of 
meat. If it is done, there will bea 
big decline in the volume of wheat 
available for human consump- 
tion, here and abroad. Is it any 
wonder then that prices mount 
rapidly and that they tall only 
when the Administration threat- 
ens to curtail shipments abroad? 
Secretary of Agriculture Ander- 
son certainly is guilty of no over- 
statement when he conceded that 
it would be easy to show that 
government purchases for over- 
seas shipment have affected the 
grain market. 

Our excess of exports over im- 
ports, for the first half of this 
year, is running at the annual rate 
of $10 billion. This means that 
American business and industry 
paid wages and expended capital 
to produce this enormous volume 
of export business. These ex- 
ported goods were taken out of 
the domestic supply and shipped 
abroad, and not replaced by im- 
ports. Wages paid American 
workers to produce these goods 
for export were used by them in 
an attempt to satisfy their own 
demand for the same scarce goods. 
But $10 billion worth of these 
goods were not in the American 
market; they were abroad. Thus 
the domestic supply was enor- 
mously reduced. This has had the 
same effect on our economy of 
paying American workers $10 bil- 
lion not to produce goods, very 
much after the manner in which 
the government once paid the 
farmers not to produce. There 
was this big difference, however; 
the workers who produced these 
goods for export were paid higher 
wages than ever before, and 
thereby put in a position to bid 
for goods the supply of which had 
been greatly reduced. 

Domestic demand and foreigii 
demand are fighting for our lim- 
ited supplies of goods. To make 


more: 
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matters worse, foreign govern-; once loosed, be brought under the Economic, and (3) the Polit-' broke before the war and actually (3) The Political Argument. 
ments have purchasing commis-| control? ical. |is coming closer to paying her| Finally, the political argument is 
sions over here to buy commod-|_ It is impractical at this late date (1) The Humanitarian Argu-|W@Y With exports than she did|made that we should block Rus-+ 

in 1933. |sia with dollars. Western Europe’s 


ities. They buy on the open mar- 
ket and since for the most part 
they are using our money, they 
may not be too much concerned as 


to what price they pay. | 


What etfect would price con- 
trol have in a situation like this? 
We learned last year from experi- 
ence that it is little consolation to 
know that the price of pork chops 


shall not exceed a certain price if | 


there are no pork chops on the 
counters. 

Across the path to government 
economy and price reduction 
stands the Marshall Plan. It is 
not a detailed plan, but so far is 
only a suggestion, and by reason 
of its very indefiniteness it may 





|to restore the gold content of the 
‘dollar, but I hope the American 
people will observe in the future 
| monetary policies based on com- 
/}mon sense and common honesty. 
Let there be no more clipping 
'of our coins. Let us say to the 
|funny-money man, so far as the 
United States is concerned, “You 
are out of a ob for good.” 

As to deficit spending, Congress 
ithis year for the first time since 
1930 balanced the budget of the 
Federal Government. After 16 
years of reckless spending, we are 
at last taking in as much as we 
are paying out. The Congressional 
Reorganization Act provides that 
the President snould send to the 
Congress a budget at the begin- 





loom larger than it otherwise 
would. New gifts to Europe would 


| 
result in more government spend- | 
ing in this country, either by the | 


United States or some other gov- 
ernment, to purchase the same 
goods that American consumers 
want to buy. The foreign aid pro- 
gram and the American price- 
level are indissolubly connected. 
Foreign buying in the United 
‘States tends to raise prices; higher 
prices eat into the real value of 
dollar loans and increase the cost 


ning of each session of Congress. 
I am among those who believe 
that this is sound practice. It 
didn’t work very well at the last 
session, but as the members of 
Congress and the expert staffs of 
the committees become familiar 
with’ its use, the budgetary device 
in my judgment, will be found 
to be a useful instrument for 
economy, and of real assistance 
/in preventing a recurrence of 
deficit spending. 





of American aid, 

Last May, when the Foreign | 
Reliei Bill was being considered 
‘on the floor of the Senate, I in- 
quired if the Foreign Affairs 
Committee had made any inquiry 


how far the American economy | 
would stand further drafts for 
foreign relief. The answer was 


that no such study had been made. 
I am glad to know that such a 
study has since been undertakeii 
by a distinguished commission. 
The country will await 
clusions with interest. 
Thoughtful people are gravely 


its con-| 


concerned about the economic sit- | 
uation in America. Unprecedented | 
liquid assets with which to pur-| 
chase and unprecedented civilian | 
shortages have already presented | 


a domestic price problem never 


before confronted by our country. | 


On top of this acute domestic sit- 
uation, an amazing foreign relief 
and rehabilitation program has 
been projected in recent weeks. 
It is inevitable that the markets 
would respond when the public 
was awakened to the implications 
of these new pressures on Amer- 
ican supplies. A flight from the 
dollar is in progress. It is only 
acting the economic fool to blink 
at this stark fact, and to deny that 
continuation of the relief program 
in the proportions proposed eii- 
tails the risk of a price inflation 
and a price debacle that may 
shake the country to its founda- 
tion. As Grover Cleveland once 
remarked, “It is a condition and 
not a theory that confronts us. 

No one knows what the Mar-| 
shall Plan when fully developed 
will cost. but it is significant that 
Mr. Truman, in his August budget | 


:| Here, 


As to appropriations, while a 
real effort was made to reduce 
the appropriations in the last ses- 
sion of Congress, in my opinion 
not enough was accomplished in 
this respect. As a member of Con- 
gress, I have no desire to evade 
my part of the responsibility. I 
believe, however, that the failure 
of Congress to reach the optimum 
of what the people expected and 
had a right to expect should be 
shared by two other groups: (1) 
ithe bureau chiefs and heads of 
the executive departments of the 
government who failed to coop- 
erate with Congress in reducing 
the payrolls, and (2) the people 
back home, who too often urged 


higher appropriations instead of 
insisting upon economy. 

As to wage policy, surely no 
|responsible statesman will again 
_seriously give credence to the 
|idea that we can advance wages 
'and hold the price line indefi- 
nitely. 


The mosi important problem of 
all is the problem of foreign re- 
lief. Sixteen nations of Western 
Europe ask the United States to 
send them, under the Marshall 
Plan, $19,300,000,000 during the 
net four years as a means of de- 
flecting a “catastrophe.” This 
much is plain: If we comply with 
this request, skyrocketing prices 
will continue, probably beyond 
anything we have seen or con- 
templated. On the other hand, if 
Europe gets much less than is 
asked, prices may fall somewhat. 
therefore, the American 
| people, through Congress, have it 
in their power to determine, up 
| or down, the level of food prices. 
Let us hope they will proceed 
with full knowledge of whut they 





statement, said there would be an} gyre doing. 


“historic surplus” of more than | 
$4 billion by June 30, 1948, unles’ 
foreign contingencies wipe it out. 
Well, foreign contingencies are) 
very likely to wipe it out. One 
hundred forty miltion people in 
this country cannot feed the rest} 
of the world on the scale contem- | 
plated without running the risk | 
of wiving out more than just the 
surplus. One great danger of the 
Marshall Plan is that it may force 
us back into deficit-financing con- 
tinuing the inflationary processes 
of the past 15 years. 


What May Be Done Today About 
High Prices 


From. what has been said it is 
apparent that those in control of 
our governmental policies for 
some 15 years past have been, 
following a system of planned in- 
tlation. Those responsible for the | 


initiation and carrying out of the | 
plan may truthfully say, “We| 
planned it that way.” The bonfire | 
having been started, how may it| 
be put out? Or stated directly, 
how many forces of inflation, | 


| without 


| _Tnere are several arguments in 


favor of further gifts to Europe. 
Of course, they are gifts, and 
nothing else. Gifts which should 
go forward with the compliments 
of the donors. Experience has 
taught us that premises to pay 
of the European countri*s (with 
the exception of Finland) are 
nugatory. The Committee of Eu- 
ropean Economic Cooperation, in 
| its report issued from Paris under 
date of Sept. 21, 1947. asking the 
United States to send it $19,330 
million under a four-year Marshal 
Plan, deals with this phase of the 


'matter with engaging frankness. It 
says that it is not the purpose of 


the report to propose solutions for 
“the problem of payments.” So 
long as they can get our goods 
payment, none will be 


made. Any European statesman 


| who announced a policy of pay- 


ing America couldn’t stay in of- 
fice 30 days. 

Three principal arguments are 
advanced in favor of further re- 
lief: (1) the Humanitarian, (2) 


ment: In the first place, it is con- 
tended that if we do not continue 
relief shipments, there will be 


of the world. Unfortunately, fa- 
mine, pestilence and the ravages 
of war have occurred at intervals 


tory. Famines in India and 
land, and devastation in our own 
South, come readily to mind. If 
the American taxpayer is under- 
taking to relieve mankind from 
these scourges of the human race 
whenever and wherever they oc- 
cur, he (John Q. Public) is biting 
off more than he can chew. 

It may be fairly said that the 


humanitarian argument works 
both ways. The increase of de- 
mand over supply has raised 


prices of food in this country. Ex- 
pectant mothers and children are 
the first to feel the effects of ris- 
ing food costs, because both need 
high protein diets, rich in meat, 
eggs and milk. For months, in a 
steadily-rising crescendo, we are 
told by public health authorities, 
mothers have complained that 
they simply cannot afford to buy 
proper and_ sufficient food for 
their youngsters. 

A part of the foreign relief pro- 
gram is paid for by every Ameri- 
can housewife. Let us make no 
mistake about that. A comparison 
of the prices now being paid by 
the American housewife and her 
British counterpart may be of in- 
terest: 





British U.S. 
| Beef per pound__-- 27c 68c 
| Bread per pound_-- 5c 13.5c 
Butter per pound__ 28c 92c 
The British housewife pays 
much less for food than the 


American housewife pays for the 
same food, because the British 
Government makes up the differ- 
ence by a subsidy. About $1 bil- 
lion of the $3%4 billion which 
Britain received 
the U. S. Treasury has been spent 
for food, bought by the govern- 
ment and 
consumers at less than cost. In 
ithe United States, by contrast, the 
i housewife pays the higher prices, 
until sometimes, as we have seen, 
she is priced out of the market. 

I do not mean to say that we 
should turn a deaf ear to calls 
from Europe that wring our 
heartstrings, but I do say that we 
should be certain that the actual 
suffering is imminent before we 
make gifts upon humanitarian 
considerations. There seems to be 
good reason to believe that this 
situation has been greatly ex- 
aggerated by proponents of fur- 
ther relief. There are many points 
that I should like to see cleared 
up. For instance, according to a 
report of the United Nations, the 
cattle population of the United 
i Kingdom today is 9,600,000 head 
as against a pre-war figure of 
§.700,000. France today has prac- 
tically the same—15,129,000 head 
against a pre-war average of 15,- 
713,000. Is there any sound reason 
why our meat should be given to 
Western Europe for charity if 
their own farmers are harboring 
their own cattle, as has been said, 
against a rainy day? Some one 
has said that we don’t need to 
give oway our shirt to prove our 
heart is in the right place. 

(2) The Economic Argument: 
Then it is said that we should 
build the nations of Western Eu- 
rope as present and future cus- 
tomers. The question here arises 
as to whether the economic con- 
dition of these nations today is 
such as to require assistance, and 
if that assistance is granted them 
by us it will inure to our own 
present and future advantage. 
Time will not permit an extended 
discussion of this subject, but 
| suffice it to say that there seems 
; to be sound reason to believe that 
Britain, at least, is in no emer- 
‘gency that may be relieved by 
| gifts of dollars; that she may be 
slowly going broke but was going 








want and suffering in many parts | 


since the dawn of recorded his- | 
Ire- | 





distributed to British | 


omy, 





All the dollars in the world will 
not afford a permanent solution 
to England’s basic problems. It is 
an internal economic crisis and 
until ways are found to remove 
the present stranglehold from in- 
dividual initiative and private 
enterprise, I do not see how con- 
ditions can improve very much. It 
is said that the basic problem is 
coal. Well, the coal is there in the 
ground, and some way has got to 
be found to get it out. Yet dollars 
from America will not get the 
coal out. The real economic dif- 
ficulty seems to be grounded on 
a state of mind. We are told on 
good authority that Europe’s 


working classes have been led to| 
|deflected from their objective? If 
| Left Wing elements in these coun- 
| tries are retarded, do we have any 
| assurance 
have 
American taxpayers’ ability to re- 
‘spond has come to an end. an@ 


believe that they can obtain a 
living with a minimum effort. 
The Left Wing Government in 
Britain, which succeeded the 
Coalition Wartime Administra- 
tion and the communist-domi- 
nated governments in France 
which were in power until 
Ramadier took over, have edu- 
‘ated their labor classes to think 
the State will provide them with 
the esesntials of life at the ex- 
pense of the middle classes and 
the industrialists who have man- 
aged the economic life in both 
countries for the last 100 years. 
Thus we find coal miners work- 
ing 2712 hours a week in England, 


and even in the face of the most | 
crisis that ever | 


serious domestic 
confronted England we find them 
dropping their tools and walking 
out of the mines. No pouring in 
of more of the American tax- 
payers’ money will help these 
countries unless they decide to 
help themselves. 

The Marshall plan is to be pre- 
sented, as I understand, as a tem- 
porary expedient to help 
feet and back 
Eastern European 
largely in the Danube 
produced the food: Western Eu- 
ropean states produced the heavy 
consumer goods, machinery, coal 
and steel. In other words, Eastern 
Europe traded its foodstuffs for 
industrial products, and_ vice 
versa. Today, Eastern Europe, 
blocked off by Russia, is domi- 
nated and controlled by Russia. It 
lies beyond the “Iron Curtain.” 
There is no possibility of trade 
with Western Europe. Western 
Europe, if it could go back to full 
production in a few months, 
could not trade its goods for East- 
ern Europe’s food. Now Western 
Europe has turned to us for re- 
lief from this situation. We have 
been called upon to keep Europe 


alive when its normal processes 
of trade have been destroyed. 
Isn’t the situation likely to be 
more or less permanent? Cer- 


tainly, it will be permanent so 
long as Russia dominates and con- 
trols all of Eastern Europe. And 
so long as Russia does that there 
can be no sales of Western Eu- 
rope’s manufactured goods _ in 
Eastern Europe and no purchases 
by Western Europe of Eastern 
Europe’s food. As long as this 
situation obtains, all of Western 
Europe will look to the United 
States for its living. 

If we decide to continue to feed 
Western Europe, are we willing 
to accept her manufactured prod- 
ucts in payment for the food 
which will be sent? If not, is there 
any other chance for payment? 
One of my 
foreign relief program ‘operation 
rat-hcle.”’ 
man is fond of saying there will 
always be a U. S. A. if we don’t 
give it away. In any case, we may 
as well look this fact squarely in 
the face: The foreign relief pro- 
gram will be paid for by every 
American housewife from _ her 
pantry shelf, and by every Amer- 
ican head of a family by increased 
taxes. ‘Ihis should be made crys- 
tal clear. 


| technique 





colleagues calls our | 


A Missouri Congress- | 


in dealing with the 
United States has been to extract 
dollars by threatening to go com- 
munistic, by hinting that “we may 
make friends with Russia.” We are 
told it is better te send dollars 
now rather than soldiers later. 
Europe, however, can’t get any 
help from Russia. The commu- 
nists can’t offer anything but ter- 
rorism. This political argument 
needs considerable analysis. Is 
there reason to believe that the 
Socialistic development now 
underway in England will be 


| stopped with American dollars, or 
|that the left Wing elements 
| France, who we are told plan te 


in 


take over in the spring, will be 


that when 
been exhausted 


our 
and 


gifts 
the 


these countries have gotten al} 


|they can from us, that they may 
;not say: “Now let us see what we 
| can get from the communists.” 
Jin the years to come the tables 
|are 


If 


turned, will the nations of 
Europe appreciate our sacrifices? 
/One ‘rannot help but recall the 
dictum of Lord Palmerstone, 


;Queen Victoria’s Prime Minister, 


|'that England has no 
friends. 

American people are eager to 
|}see an economic revival in 
Europe. To accomplish this they 
jhave poured out since V-E Day 
|$20 billion. The results have been 
| meager, and to say that they have 
| been disappointing is to put it 
|mildly. Surely, before embarking 
on a plan for continued relief. we 
must survey more carefully than 


| heretofore what is to be done with 


permanent 


| Eu-|the money and what effects the 
ropean nations get on their own|continued drain will have 
into production. 
last year from| Before the war, in Europe’s econ- | 
States, 
Valley, 


upon 
|our own economy. 


America As a Bulwark of Free 
Institutions 
The important tasks before 
|America are to make democracy 
| work, to restore industrial peace, 
|to stamp out Communism within 
| Our own borders and in our own 
| Sovernment, to balance our budg- 
et, to reduce taxes, and to in- 
crease our production. We are 
strong today only in comparison 
| with the weakness of the rest of 
| the world. The greatest contribu- 
|tion the United States can make 
to the rest of the world is to re- 
build her own strength, so that 
she may remain, as she is today 
the bulwark of free government. : 

My suggestions to keep prices 
down are: 

(1) No more debasement of the 
currency, 

(2) No more deficit financing. 

(3) No more reckless spending 
of the public money. 

(4) No more nonsense to the ef- 
fect that wages may be raised 
without increasing prices. 
| (5) A realistic 
 premree based upon thoughtful 
| consideration of its effect upon 
;} Our Own economy. 


IL. W. Clnethieviata & Co. 
Formed in Red Wing, Minn. 





foreign relief 





| RED WING, MINN. — L. W. 

| Chamberlain & Co., Inc, is con- 

| tinuing the investment business 
|of the Feromack Securities Cor- 

| poration, from offices at 315 E 
| Avenue. Officers are L W 


| Chamberlain, President, and N. M. 
|\'Chamberlain, Secretary - 
| Treasurer. 





| Three With Paine, Webber 

(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF. — 
Conrad P. Nongard, Thomas QO. 
Peirce, and Loren D. Saltzzman 
have become connected with 
Paine, Webber, Jackson & Curtis, 
626 South Soring Street. Mr. 
Peirce was previously with E. F. 
Hutton & Co. 
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Trade Union Leadership and Our Economic Problems 


| situation today requires that union | machinery of government which 
leadership carry on in the same! would be necessary to enforce it. 


(Continued from page 13) 
try to organize, immediately they 
are suspect. Their efforts to or- 
ganize are resisted, their efforts 
to effectuate some _ results 
those they represent take on 
sinister aspect in the public view. 
Those who have joined in the 
rank and file of organized 
workers have been told that their 
leaders are deceiving them and 
attempting to sell them down the 
1i1ver to their employers. I re- 
member a couple weeks after I 
took my present office receiving 
a visit from a man whose name I 
obviously cannot give, but who, if 
1 did give it, would be recognized 
by each of you delegates as being 
one of the most. outstanding 
leaders in the Trade Union move- 
ment. He was retiring because of 
ill health. He was retiring as an 
attitude of unhappiness, chiefly 
because of the fact that his son 
had abruptly brushed him 


for | 
| When everyone else had turned 


off | 


spirit as it had in the days of 


'Gompers and the other great lead- ing the problem through, came to 


ers who made the good fight 
against them. 

I don’t claim that all labor 
|leaders are perfect. There have 
| been many things done which 
‘have not reflected to the credit 
of the labor movement, I am only 
going briefly to mention two. 
| First, the labor union leader who 
| becomes satisfied and complacent; 
he who wants to maintain the 
|status quo or go back to the pre- 
| war period. If his feeling of satis- 
ifaction and complacency result 
from old age, then he ought to be 
|retired. The second group con- 
| sists of those who receive their 
|instructions and carry out the 
|directions which are given to 
| them by some foreign power. For 
'them I recommend that they be 


when he suggested that he would | picked up by the seat of the pants 


like his son to follow in his foot- | 
steps in the Trade Union move-| 
ment. He said, “I have always | 
tried to be honest, both with my | 
members and with employers. [| 
have tried to work for the best | 
interests of the great mass of | 
people in America. I think I ac- 
complished something. I consider | 
my profession as an honorable 
one, but my son refuses to follow 


because he doesn’t want to be | political 


c_assified as a labor leader.” 


Let me give you another exam- | 


ple. Last spring when I appeared | 


before the Appropriations Com- | 


mittees of the Congress and asked | 


for a measly $116,000 to carry out 


the Workers’ Education Program, | 
held up their | 


the Committees 
hands in holy terror. They were 
outraged to think that the Federal 
Government should spend that 
amount of money to attempt to 
give some _ education to the 
workers of America on questions 
of organizing, and by 


tracts with their employers. I 
have no quarrel with the farmers, 
for example. Certainly they are 
entitled to such education as the 
Department of Agr.culture pro- 
vides for them through its Exten- 
sion Service and through the use 
of its county agents. These self- 
saye members of Congress who 
attacked with such vigor a measly 
appropriation that my Department 
right be of assistance to the 
workers did not hesitate in appro- 


explana- | 
tions on difficult clauses in con- | 


and the nape of the neck and 
thrown out bodily. The American 
labor movement can well meet 
its own problems without domi- 
nation or direction by anyone 
whose orders come from places 
beyond the limits of the United 
States. In this, I do not apply it 
exclusively to labor unions. I ap- 
ply it to every class of organiza- 
tion, particularly government and 
parties. If a_ political 
party can’t win without such 
help, it can at least retain its 
self-respect and its character and 
its honesty. 


The High Cost of Living 


This statement leads me to a 
discussion of the most important 
economic issue facing the United 
States at the present time. That is 
the high cost of living. It is im- 
portant, not only domestically, 
but also in the matter of foreign 
relations. It is what the American 
people are thinking about today. 
It is a problem the answer to 
which must be found. I do not 
say that we cannot live in a world 
which is partially run by dictators 
and partially run by democracies. 
I do say, however, that we can- 
not live peacefully and prosper- 
ously and happily if the rest of 
the world is permitted to succumb 
docilely to the totalitarian idea. 
We should at least have learned 
that modern warfare does not 
permit of victory, Even the un- 
conditional surrender of a large 


|/It may be that he also, on think- 


‘realize the resistance that would 
come toward such a program. Al- 
| though he might not be particu- 
‘larly interested in the resistance 
'of the workers, the resistance of 
ithe ones who have been making 
| profits since V-J Day would very 
| definitely appeal to him. At any 
irate, he abandoned that theory 
| when he got up to Seattie and put 
forth a new theory which was 
|equally naive and equally amus- 
| ing. He there said at a press con- 
iference that it was not the 
|amount of price increases that 
was important. He said that it was 
| because price increases hurt that 
‘they were important. He _ be- 
labored the President for vetoing 
| the two tax bills and said that if 
‘either one of them had been 
signed by the President that the 
reduction in taxes would have 
been sufficient so that everybody 
'could afford to pay these high 
prices; they would not hurt any- 
body, and the problem of high 
prices would soon disappear from 
the minds of the American house- 
wives. I call this naive and amus- 
ing because the actual fact is that 
for the great mass of the Ameri- 
can people the reduction in taxes 
proposed by the tax bills was only 
$30 per year. If you don’t know 
how much groceries $30 will buy, 
go home and ask your wife. Or, 
if you are impatient about it, just 
divide 30 by 365 days and then 
you won't even need the assist- 
ance of your wife in determining 
how unrealistic was the Senator’s 
proposal. 

I assume that most of you either 
heard the President’s speech last 
night or read it in the morning 
papers. In it he called upon the 
American people for sacrifices. He 
asked them to eliminate waste. 
He asked them to realize the 
necessity of cooperation on the 
part of every American citizen. 
This war has not yet been won. 
It only will be won when the 
ideals and objectives for which 
we fought have been achieved. 
The President’s message of last 
night should be counted among 
the war documents. He is deter- 
mined to use all the power that 
the law gives hin to meet this 
problem. He is de.ermined to use 
such powers in cooperation with 
the American people and, if it is 


| label of being exclusively respon- 


sible for the increase. 
I think that in part those who 


and to shoulder the blame upon 


labor unions. The facts don’t bear 
them out. The so-called econo- 
mists whom they employ to get 
the f.gures to support their state- 
ments must blush with shame 
every time the publicity agent 
grinds out a release. 

Let me repeat the statement 
that frankness and honesty com- 
pel me to state that there is a 
relationship between wage in- 
creases and price increases. It is 
not, however, a pushing process 
or a pulling up process. All Amer- 
ican labor attempted to do was 
to pursue prices and never, in the 
last 15 months, have they been 
able to catch up. Living costs dur- 
ing that period of time have in- 
creased 20%. Weekly and hourly 
earnings of factory workers have 
risen less than 15%. The $49 or 
$50 take-home pay of the average 
worker today buys just about the 
same goods and services that his 
$33 did just after Pearl Harbor. 
In other words, wage increases 
have been used as the excuse for 
price increases. To that extent 
responsibility must be accepted, 
but they have not been the cause 
of price increases because they 
have never succeeded in attaining 
a goal of level of price-wage re- 
lationship. 

There is another simple answer 
to this question insofar as it refers 
lo the organized workers. I have 
/no quarrel with the farmers of 
ithis country, who take for their 
ponberuncvtes amounts that result from 
speculation in the grain exchanges. 
| Even if the farmers of the country 
;unanimously agreed to a reduc- 
; tion in prices so far as they were 
‘concerned, that reduction would 
|never reach the American con- 
/sumer. It would get no further 
i'than the pockets of the specu- 
‘lators on the various exchanges 
throughout the country. Another 
| cause of the increase of farm prod- 
|}ucts comes from the use of so 
'much grain by the distillers of 
|'whiskey. In case some of you May 
|be worried about the proposal of 
jshutting down distilleries, I can 
}say that I have it on very high 
|}authority that there is enough 
whiskey in the United States to- 
day to last for 20 years. That 








‘control the propaganda machines 
and who are opposed to organized 
labor want the American people 
to forget the prediction that they 
made in May and June of 1946, | 


their favorite whipping boy—the 









nation only means to those who 
receive it the cares and labors of 
supporting it. I can say to you 
with whole candor and frankness 
and honesty that since V-J Day, 
I haven’t heard even a hint that 
anyone in authority in our gov- 
ernment wants another war, but 
the situation which confronts us 
makes it necessary, if we are to 
avoid that war, that we provide 


priating millions for similar in- 
dividuals on the part of the De-| 
partment of Agriculture, I might | 
point to other Departments of | 
Government that receive substan- 
tial appropriations for similar ac- 
tivities, 

Economic Situation Requires 

Union Leadership 
I know how you can cure this 


humanly possible, to avoid the | ought to put to rest the fears that 
asking of new legislation to im- | anyone here might entertain, The 
plement his present powers. |/act is that the prices of food 
Whether or not he succeeds will | products have increased 72% over 
depend upon the cooperation he | brewar prices and the prices of 
receives and I ask you of the | manufactured products have in- 
American Federation of Labor, |Ccreased 48% during the same pe- 
who represent more organized | iod. Very largely the people who 
workers than anyone else in the | 8TEW and processed the food prod- 
United States, to join in that co- | ucts are not organized into unions, 





















situation. It is very simple, Just 
have each one of the international 
unions in the country direct that 
meetings of local unions shall ex- 
ist exclusively for serving tea and 
ice cream and cake, with enter- 
tainment by local boys and girls 
of talent, and prohibit any dis- 
cussion of economic affairs, polit- 


ical affairs, or relationship with | 


employers. I promise you that 
within a month tne attitude of 
everyone in the country who now 
abuses labor unions would be 
changed. You would become re- 
spectable. You leaders would 


probably all be invited to mem-| 


bership in local organizations. 


up the committees that are en- 
gaging in drives for the raising 
of funds by welfare organizations. 
But what kind of a union would 
you have? What would men like 
Sam Gompers think about you? 
Down through the years the 
strength of the labor movement 
has come because of the willing- 
ness of its leaders to fight for 
what they thought was justice for | 


their rank and file. The economic | 


for those nations which are will- 
ing to help themselves a _ suffi- 
cient amount of materials to pre- 
vent their docile acceptance of 
totalitarian leadership. As a con- 
sequence, it has become necessary 
to ship to those nations which 
come within the categories de- 
scribed by Secretary Marshall 
such part of American production 
as is necessary to prevent disaster 
in Western Europe. 

This leads me directly into a 
discussion of the cost of living 
and the causes for its increase and 
the possible measures that may 
|'be taken to prevent further in- 


Probably very soon some of your | creases. Just by way of interest 


leaders would be invited to head | 


and amusement, I want to discuss 
|two proposals made by a very 
|prominent Senator who recently 
|visited the Pacific Coast. While 
here in California, he propounded 
'the doctrine that the solution of 
our problem would come from a 
reduction of wages and of profits 
to some figure not higher than 
60% above the 1939 level. Ap- 
parently, as he travelled up the 
coast in his private car, he gave 
some thought to that solution. Ap- 
parently he came to realize the 





operation. | Almost universally the people who 
produce the manufactured prod- 
Organized Labor Not Cause of |ucts are organized into unions. 
High Prices Therefore,° the facts support the 
ute _ : .. | proposition that, regardless of 

> ( as 5. s 
t have @ reason for adhing this wage increases brought about 


You have a personal stake in the 
success of this effort. For over 
two years the favorite vocation 
of those opposed to trade union- 
ism has been to attempt to blame 
each price increase upon wage 
increases. There has been more 
or less of a letup in that- front 
'since Labor Day, when a number 
| of speeches were delivered con- 
cerning it. I think that I, as Sec- 
retary of Labor, and that you, 
as members of organized 
should go out of our way to be 
fair in any analysis of this. prob- 
lem. If we do, it will be such a 
refreshing contrast to the cam- 
paign that has been carried on 
against you. I think we should 
admit frankly that there is a re- 
lationship between wage increases 
and price increases, At. the same 
time, I think we should fight with 
all of our vigor any effort to. con- 
tinue the campaign to tie upon the 
wage earners of the country the 


labor," 


through collective bargaining con- 
tracts, the increase in prices due 
to other causes greatly exceeded 
that in the field where labor un- 
ions: operated. 

There are some who attempt to 
blame the increase in living costs 
exclusively on the exports to for- 
eign nations. There again, the 
facts-fai] to support their conclu- 
sions. The year 1929, despite the 
disastrous. collapse of the stock 
market toward the end of the 
year, is’ very typical of the so- 
called prosperous years during the 
last half of the 1920’s. In 1929 
we-exported 6.8% of our gross 
national product. During the first 
half.-.of 1947 we exported 8.8% of 
our gross. national product. It 


Factor of Profits 


There is another factor which 
has been, let us conservatively 
say, submerged so far as the pub- 
lic presentation of the problem is 
concerned. That is the factor of 
| profits. I accept fully the conten- 
tion that any manufacturer or any 
|corporation is entitled to make 
profits. The profit motive is the 
basis of our whole economy. I 
| would no more favor a general 
regulation of profits than I would 
a compulsory arbitration of labor 
disputes. I also recognize fully 
the right and the need of any 
corporation to set aside a portion 
of the profits for future use. Good 
management demands it. I doa 
contend, however, that to the ex- 
tent that profits result in price 
increases they cannot be defended 
in this particular period of our 
national economy. Corporation 
managers say quite properly that 
they must set up reserves against 
the day when they might be sub- 
ject to losses. What I do object 
to is that many of the same people 
who contend for that right—to 
make their corporations secure— 
also contend that the wage earn- 
ers of America should dip into 
their savings and let their per- 
sonal futures take care of them- 
selves. I think the wage earner 
is aS much entitled to get a nest- 
egg of insurance for the future as 
is a corporation. It is a proven 
fact that savings by wage earners 
decreased 45% as between 1945 
and 1946. It is a proven fact that 
the present savings of the great 
mass of the American people are 
30% below what they were on 
V-J Day. I am frank to confess 
that I don’t know, and I don’t be- 
lieve anybody can lay down rules 
as to just what profits a corpora- 
tion should make and how much 
it should retain for reserves. But 
I do know that for the first quar- 
ter of 1947 the profits cf corpo- 
rations were $857,000.000 com- 
pared with $323,000.000 for the 
same period a year ago. Corpora- 
tions manufacturing automobiles 
earned almost half as much for 
the first quarter of 1947 as they 
did for the entire year of 1939. 


I present these facts that you 
may know that the problem of 
prices entwines_ itself through 


every Major problem which con- 
fronts your Federation, your in- 
ternationals, and your locals. The 
President has asked for a program 
of voluntary reduction. There are 
some who say the voluntary sys- 
tem won’t work. It must work 
and it can work. Let me give you 
one example. At the conclusion 
of the first World War the Chinese 
people decided, as a matter of 
national policy, that they would 
boycott the goods manufactured 
in Japan, China was then a much 
more disorganized country than 
it is today. The Chinese war lords 
had partitioned the country and 
in domains of their own creation 
they were the unquestioned rulers. 
Yet, despite this fact, the Chinese 
people were able to effect a boy- 
cott so successful that in 1922 the 
Japanese Government, in return 


for the Chinese agreement to 
fabandon the boycott, signed the 
Nine-Power Pact by which it 


agreed to respect the territorial 
integrity of China. It is true that 
nine years later the Japanese vio- 
lated this agreement. But, none- 
| theless, it gave to China a nine- 
year period in which to develop 
sufficient strength so as to pre- 
vent Japan later from completely 
‘enveloping the Chinese country. 
| What they could do under those 
‘circumstances, with their prob- 
ilems of disorganization, lack of 
‘communication, and multiplicity 
|of languages, we in America can 
do today in answer to the plea of 
President Truman. 


Dean Witter Adds 


(Special to THE FINANCIAL CHRONICLE) 











stands to reason that this 2% in- 
crease over the 1929 picture can- 


| 
| 


the increase in prices since June, 





1946. 


SAN FRANCISCO, CALIF. — 
Robert Goshen has been added to 
the staff of Dean Witter .& Ca., 


not bear any substantial blamepfor | 4-5 Montgomery Street, members 


of the New York and San Fran- 
cisco Stock Exchanges. 
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NEWS ABOUT BANKS 
| AND BANKERS 


CONSVULIDATIONS 


NEW BRANCHES 
NEW OFFICERS, ETC 
REVISED 


CAP.TALIZATIONS 





UNDERWRITERS TRUS? COMPANY 


“Oi the original 500,000-shares 
issue of $12,600,000 of preferred 
stock, 150,000 shares having a re- 
tirable value of $3,600,000 have 
been retired from earnings. 
Shareholders are to be given the 


right to subscribe for the new 
stock on the basis of one new 
share for each five held.” 


To provide for the sale of any 
istock not subscribed for by the 
istockholders a group of under- 
writers headed by McDonald & 
Co. will undertake the sale of 
stock not availed of by the stock- 
nolders. 


The Citizens National Bank of 





Uc NEW YORK 
Sept. 30,47 June 20,47 | 
Total res $30,541,295 $36,086,952 | 
D_posii 33,1.5,749 .02,.46,153 | 
Cash & ‘rom 
bank 6,753,350) 6,483,535 
y. 68. Ge u- 
rity hol % 8,561,307 8,566,976 
Lovis an f Qalu- 
ccuntec 14.677,0S2 14,492,833 
Serplus ; ndi- 
vided 5 1,633,149 1,622,266 | 
GRACE NAT.ONAL BANK OF NEW YORS 
Sept. 50,47 June 30, 4° 
Total rest $3J..0),331 $90,888,855 
Deposit 16,1.8,161 73,721,079 
Cah Lrom 
bank 19,561,669 19,274,02S 
U S. Gi ecu- 
rity hol ¢ 43,°48,557 45,713,892 
Loans &€ Cc outs 22,391,505 20,301,378 
Undividec o-it 1,043,692 981,058 
Howercd Merkel, President of 


the Merchants National Bank of 
New York died on Oct. 8; ke was 
in his 47th vear. Mr. Markel suc- 


ceeded his father as President of 
the bank following the death of 
the elder Mr. Markel in 1940. Pre- 


viously Howard Markel had been 
Executive Vice-President. He was 
also a civector of the Industrial 
Bank of Havana, Cuba. 


Frederick B. Wilcox was on Oct 
7 electec Chairman of the board 
directors of the Phenix National 
Pank of Providence, R. I. He for- 
merly wes President of the bank, 


it was -oted by the Providence | 
“Journe!’ of Oct. 8, which like- 
wise reported that: 

‘Harry B. Freeman was elected 


to succeed Mr. 
s elected a airector. 


President 
He also wz 


“Mr. Freeman’s election as 
President end director will be- 
come effective, according to an 


announcement, upon his qualifica- | 


tion for such offices after the com- 
pletion of his service as a Vice} 
Fresicent and Trust Officer of the 
Providence National Bank.” 

Mr. Freemen is a director of the 
Providence-Worcester Railroad 
and the Roger Williams Savings 


Fund anc 
tion to other posts, is Vice Presi- 
dent for Rhode Island of the Amer- 
ican Bankers Association. 


The new main office of the 
Tradesmens National Bank and 
Trust Company of Philadelphia at 
16th Walnut Strects opened 
for business on Oct. 14. The bank's 
announcement says—“‘As_ trades- 
nens moves into its second cen- 
fury of service the new offices, 
comprising four floors served by a 
private elevator, will afford larger 
and more modern quarters air- 
conditioned for the comfort and 
convenience of our customers and 
friends. Conference rooms. on 
cach floor and the Safe Deposit 
Department with thirteen cus- 
tomers’ pooths and _ three large 
rooms ere all completely air- 
cooled. The Trust Department oc- 
cupies the entire third floor.” 

In its new location the institu- 
tion wil! continue to provide the 
complete range of services of a 
well rounded banking institution. 


= Ss 


ana 


With a view to accelerating the 
retirement of its preferred stock, 
the Central National Bank of 
Cleveland plans to increase its 
common stock from 250,000 to 
350,000 shares. The Cleveland 
“Plain Dealer” in its issue of Oct. 
10 stated that this will increase 
the par 
$6,000,000 and stockholders will 
vote on the proposal Oct. 27. From 
the same paper we quote: 

“The program contemplates is- 
suance of 50,000 new shares of 
‘common stock with a par value 
of $20 each as at present, at not 
less than $25 a share, and the re- 
tirement 
50,000 shares of preferred stock, 
the announcement says. 


Wilcox. | 


Loan Assn. and in addi- | 


value from $5,000,000 to | 


before the year-end of 


Waukegan, Ill., has increased its 
jcapital from $150,000 to $200,000 
iby a stock dividend of $50,000 it 
.» learnea from the bulletin of the 


currency. 


CHICACO CITY PANK AND TRUST 
COMPANY, CHICAGO, ILL. 

June 30,°47 Dec. 31,°46 

$103,528,862 $104,905,256 


Total resources 
101,972,034 


Dep. sit, 10u,495,992 
va o & due trom 

bank 23,683,536 24,812,800 
U. S. Govt. s2cu- 

rity holdings 65,858,070 66,268,000 


office of the comptroller of the | 


of the ihicdiat Mein Means | 
Railroad Company of Texas.” 

The promotion of 15 officials | 
and employes of the National | 
Bank of Commerce of Seattle, | 
Wash. was announced by Andrew 
Price, President on Sept. 26. Some 
of the changes, according to the 
Seattle “Times,” included the fol- | 
lowing: 

Five men promoted to Vice | 
Presidencies are L. E. Younger, 
former Comptroller; H. A. Hen- 
dricks, Vice President and Trust 
Officer, former Trust Officer in| 
charge of new business, head of- 
fice; Clarence W. Kidd, fisheries 
business specialist, main office, 
former Assistant Vice President; 
Walter E. Mitchell, Manager 
Alaska Department, former 
sistert Vice President, and C. C. 
McGranahan, former Manager, 
centraha Branch. 

Ralph J. Stowell, Vice President 
and Manager, central branch, ad- 
vanced to Vice President, main 
office. W. H. McGuire, Assistant 
Manager, succeeded him. 


% 


The Tokyo Agency of the Char- 
ered Bank of India, Au‘tralia & 
China opened for business on 
Sept. 22. 

om - me 


Investment Yields 
‘And Savings Banks’ 








Loans & biils dis- 
counted 
Jndivided profits 


74,148 


2 
7 
552,738 


€,421,685 6 
600,035 


ITLINOIS NATIONAL 
TRUST COMPANY 
CHICAGO 
Oct. 6,°47 


CONTINENTAL 
BANK AND 
OF 





June 30,47 


| Tot'l resources $2,417,711,559 $2,374,270,926 | 


Jeposits 2,228,000,090 2,185,403,382 
Cash and due 
from banks 550,112,685 571,561,779 
U.S. Govt. se- 
| curity hold. 1,330,833,601 1,316,616,022 
Loans & bills 
| discounted 453,929,978 417,745,167 
| Undiv. profit: 38,983,5145 39,054,064 


j 


A charter was issued on Sept 30 
hy the Comptroller of the Cur- 
rency for the Wheaton National 
Bank, of Wheaton, IHll., with a 
capital of $100,000. The institution 
represents a conversion, effective 
Oct. 1, of the Wheaton Trust and 
Savings Bank. 


Charles E. Williams was elected 
| Vice President of the Industrial 
Nat. Bank of Detroit, Mich., as 
supervisor of the bank’s commer- 
|cial loan department, it was made 
i} known in the Detroit “Free Press” 
lof Oct. 5, which added that Mr. 
|'Williams, long-time manager of 
the Detroit office of the RFC, has 
i'been active in Michigan banking 
lsince 1929. 


Through a_ stock dividend of 
$50.600 the First National Bank 
of Falls City, Nebr. has increased 
its capital from $50,000 to $100,- 
000 effective Oct. 1. 


FIRST NATIONAL BANK IN 


ST. LOUIS 

Oct. 6,°47 June 30,°47 

Total resources $454,986,535 $432,308,505 
Deposits 422,920,446 400,577,114 


Cash & due from 


banks 117,305,423 108,012,823 
U. S. Govt. secu- 

rity holdings . 151,472,896 163,515,807 
Loans and dis- 

counts 171,190,751 147,414,296 


Undivided profits 8,197,367 7,373,065 

J. Lewell Lafferty, Vice-Presi- 
dent of the Fort Worth National 
Bank, of Fort Worth, Tex., has 
been named a Vice-President of 
the Republic National Bank of 
|Dallas, Tex., President Fred F. 
Florence of the Dallas bank an- 
nounced on Oct. 8. The Dallas 





'““News” in making this known 
| said: 
| “The Republic executive has 


|been active in Fort Worth civic 
|affairs for several years, having 
iserved as President of the Fort 
| Worth Junior Chamber of Com- 
|merce, as director of the chamber 
'of commerce,.Chairman of the 
Tarrant County war finance com- 
mittee and Chairman of the Tar- 
jrant County chapter of the Amer- 
{ican Red Cross. He is a director 


‘Dividend Rates 


| (Continued from page 17) 
lonly by the plea that government 
will have to bear the losses. 

| At present earning rates, or 
feven at slightly increased rates, 
}it is not possible adequately to 
\build up the surplus of your 
!banks if higher dividends must be 
| provided first. The savings banks 
lof thisiState suffered en estimated 
loss of 20% on mortgage port- 
folios which they held in 1929. A 
very substantial part of that loss 
was met by the simple expedient 
of reducing dividends. Thet ex- 
pedient will not be available to 
meet any future losses. Future 
losses must be met out of the 
surplus you accumulate’ today 
rather than out of income you 
expect to earn tomorrow. 


The question has been frequent- 


dividend increases undertaken by 
a handful of our savings banks 
this year constitute a trend. The 
answer, for my part, is that I don’t 
think so, and I sincerely hope not. 
basis at this time for a general 
upward movement of 
bank dividend rates. 
competition for deposits must not 
take place on such a footing. 
Only a substantial increase in 
the rate of return on earning as- 
sets, associated with higher inter- 
est rates or a relative incresse in 
higher yielding assets, or both, can 
justify a general increase in sav- 
ings bank dividends. Even then, 
such an increase should only take 
place after due consideration has 
been given to the surplus position, 
The time to change dividend rates 


in earning power have been estab- 
lished. 

In these days. when we are rid- 
ing toward the crest of one of the 
great price spirals of modern 
times, the savings banks of our 
State and country by their en- 
couragement of thrift are render- 
ing a great service. The safe and 
profitable investment of the peo- 
ple’s savings requires today the 
highest skill. To act wisely and 
well in a pericd such as the pres- 
ent is a great responsibility. It is 
a challenge to all the experience 
and resourcefulness and wisdom 
of which men are capable, a chal- 
lenge ‘to which I know all of you 
are deeply sensitive. 














Tomorrow’s 


Markets 
Walter Whyte 
Says — 

By WALTER WHYTE! 


Gradual absorption of offer- 
ings now point to future 
strength. Steels will probably 
be in foreground. 


























During the past few days 
there has been a steady but 


‘As. | persistant absorption of vari- 


_ous stocks. Buying is not ag- 


gressive. It is one of those 
situations which will call for 
the taking of offerings rather 
than chasing them with bids. 


This is an interesting situa- 
tion. It indicates either one of 
two things; an end to the de- 
cline or the advent of a new 
rise. Either case means that 
the buying side has more at- 
traction for the time being 
than the selling side. It does 
not, however, indicate when a 
rise may occur. To answer 
that question we have to talk 
about timing. 


Timing in itself is quite a 
subject. It requires constant 
watching of the tape and spe- 





| nized, 
_and sometimes months before 
‘the general public hears of 
|'them. Frequently a stock will 
‘act well or badly before the 
good or bad news becomes 
'general knowledge. 
ly asked whether the scattered | this happens the rumors start 
‘flying and only seldom are 





savings | 
Certainly | : 
/move to various kinds of sys- 
'tems, among which the chart 


'is probably the most domi- 


is after. and not before, the trends | 


cifically the watching of cer- 
tain issues. It doesn’t take 


into consideration earnings or | 


‘news. This doesn’t mean that 
earnings or news don’t plan 
'an important part. It means 
‘that these factors are recog- 
or evaluated, weeks 


When 


any of these based on any- 
thing more than _ fantastic 


| imaginations. 
As I see it, there is no apparent | BS 


x 
at 


Some technicians have re- 
duced their ability to detect a 


nant one. Theoretically if a 


| stock or a group of stocks hits 
'a certain figure a number of 


times and then backs away, 
a line drawn across these tops 
represents the obstacle which 
is crossed to signal a move. 
Such a line is seldom station- 


ary. Sometimes it shows a 





gradual downward path 
|which means that as time 
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passes the obstacle comes 
closer and closer to the mar- 
ket. Conversely, such a line 
on the downside, rises with 
the passing of days. In be- 


_tween those lines is a geo- 


metric formation referred to 


as a triangle. 


A stock breaking out of a 
triangle theoretically has a 
powerful move in store for it. 
But like all theories, the line- 
cut and triangle ideas don’t 
work too often. Reason is 
that it attempts to reduce 
market trading to a science 
and all the midnight oil spent 
on studying it won’t make it 
a science. At best trading is 
an art that only experience 
can develop. Attempts to 
turn it into a science seldom 
succeeds. 

The stocks now in a posi- 
tion to move out into an “up”’ 
position are the capital issues 
with steels in the forefront 
followed closely by the 
motors and utilities. If they 
perform as per indications the 
rest of the market will prob- 
ably follow along. 


More next ‘lhursday. 
—Walter Whyte 
[The views expressed in this 


article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.) 





With G. Brashears & Co. 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF.—Wal- 








| ter A. Wolford has become affili- 
ated with G. Brashears & Co.. 
510 South Spr:ng Street, members 


of the Los 
(change. Mr. 
ously with 


Now With Crowell, Weedon 

(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.— 
Crowell, Weedon & Co.. 650 South 
Spring Street, members of the 
Los Angeles Stock Exchange, have 
a Harold S. Hughes to their 
staff, 


With Blyth & Co., Inc 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—James 
N. Lamb has been added to the 
staff of Blyth & Co., Inc., 215 West 
Sixth Street, 

- a — 
Joins Botzum Staff 
(Special to THe FINaNctaAL CHRONICLE) 

LOS ANGELES, CALIF.—Neal 
A. Pilcher has joined the staff of 
C. A. Botzum Co., 210 West Sev- 
enth Street. 


Angeles Stock Ex- 
Wolford was previ- 
3uckley Brothers. 
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Economic and Political Tendencies 


(Continued from page 17) 
tively fixed proportion of its in- 
come. Whether prices go up or 
whether they go down, the public 
continues to spend. It will, how- 
ever, make major shifts in its 
aggregate family budget, as it is 
being forced to do now because 
of soaring food prices. 

A third fundamental is that 
neither income nor retail sales 
change their course very rapidly. 
When they reach a peak and turn 


downward, the decline for some 
time is usually gradual. 
A fourth fundamental, and a 


is that this 


most important one, 
gradual rate of change does not 
prevent violent fluctuations In 


business activity. The position of 
manufacturers and of wholesale 
markets is affected only in- 
directly by the movement of goods | 
to the ultimate consumer. It is 
affected directly, however, by the 
rate at which distributors buy, 
and these new orders will some- 
times change very rapidly from 
month to month. 

These are all essential facts that 
must be recognized in appraising 
the outlook. 


A Little Past History 


In addition to these basic tools 
of forecasting it will be helpful 
to point out certain conditions 
that existed two years ago, and 
even a vear ago, and to ask our- 
selves about the extent to which 
thev have changed. 

When the war ended, and even 
a year ago, almost all important 
demand elements were in an ex- 
ceedingly strong position. 

Retail sales were low in 
tion to income. One could say 
with certainty that retail sales, 
could and probably would expand 
even though income _ declined 
somewhat, 

It was also evident that foreign- 
ers needed a tremendous volume 


rela- 





' select 


understood question is “Will the 
Marshall program support exports 
at current levels or cause an early 
reversal in the downward trend?” 

I would by no means minimize 
the psychological importance of 
the Marshall program, but [I do 
not regard this as a point of fun- 
damental importance. If I read 
political signs correctly, I believe 
that Congress will appropriate 
some funds, perhaps by the end 
;of the first quarter of next year 
,or early in the second quarter, for 
use by the 16 Western European 
countries. I do believe, however, 
that there will be certain checks 
and safeguards set up. I doubt 
that Congress will hand large 
amounts of money to foreign gov- 
ernments to use for anything they 
please. There will almost cer- 
tainly be some agency formed to 
projects for which funds 
can be used, and to check that the 
funds are used only for these 
projects, 

It also seems doubtful that Con- 
gress will appropriate complete 
funds for a four-year program. 
I believe it is much more likely 
to appropriate funds for the first 
year and to make it plain, either 
directly or indirectly, that appro- 
priations for later years will prob- 
ably be smaller. 

From the business viewpoint, 
and as a stimulus to exports, the 
Marshall Plan as such will not 
have any effect before the second 
quarter of next vear. I will not 
bore you with a detailed report 
on foreign trade, but merely give 
you my opinion that the Marshall 
Plan, when it does become effec- 
tive, will only be enough to main- 
tain exports at about half the rate 
reached earlier this year. Mean- 
while, there will be a_ further 
sharp decline, 

In addition to 
Plan, there is the question of 
emergency food shipments. This, 





the Marshall 





of exports from the United States 


and that there were rather sub- 
stantial reserves in one form or 
another that could be used in 


paying for them. The export 
trend was definitely upward. 

Not only foreigners but United 
States businessmen needed sub- 
stantial new supplies, Inventories 
were relatively low and contained 
substantial amounts of war ma- 
terials when the war ended. Al- 
though these had to be liquidated, 
there was a tremendous demand 
for all types of commodities 
merelv to get inventories back to 
normal. Even last year, although 
retailers were no longer under 
pressure to build up their stocks, 
manufacturers still expected some 
areas of shortage. Throughout the 
first postwar boom, inventory re- 
placement demand was a powerful 
factor. 

In addition to these three ele- 
ments of demand, there were ob- 
vious needs for large-scale addi- 
tions to the nation’s housing, as 
well as a substantial volume of 
expenditures for new plant and 
equipment. 

It was because of these factors 
that we felt so certain that last 
Fall's break in speculative mar- 
kets was premature. There had 
been a sharp decline in purchases 
by retailers, whose outstanding 
orders at the end of July had been 
at a record high level. Under 
normal] circumstances this would 
probably have been followed by a 
wave of inventory liquidation. 
Under the circumstances that ex- 
isted at that time, however, we 
did not see how this was possible. 


Where Are We Now? 

Let us consider first some of the 
less important markets. 

There seems to be little dis- 
agreement that the peak in ex- 
ports was reached last May. Since 
then there has been a steady de- 
cline, although this was smaller 
in August — the last month for 
which figures are available 
tha» it had been in June or July. 
An important but generally mis- 


however, is nothing new. Emer- 
gency food shipments to Europe 
iave already had an impact on 
domestic markets. No one _ has 
aoubted from the beginning that 
exports of food would be kept as 
high as possible. As a_ business 
factor, therefore, the question of 
an emergency session of Congress 
does not have too much impor- 
tance. The damage has already 
been done, food prices have 
soared, and the public has been 
more seriously squeezed with each 
passing week. 

Voluntary inventory accumula- 
tion is also a factor no longer 
having anything more than sea- 
sonal importance. Retailers must 
build up stocks for the Christmas 
season and their orders have al- 
ready gone in. I do believe, how- 
ever, that the continued gain in 
manufacturers’ stocks is signifi- 
cant and not altogether encourag- 
ing. Even during July, when pro- 
duction was at its low point, there 
was a small gain in manufac- 
turers’ stocks. In August, despite 
the rising trend of shipments to 
distributors as inventory peaking 
fer the Fall season got under way, 
the advance in manufacturers’ 
stocks was larger. 

Construction, particularly resi- 
dential construction, has shown a 
strong pickup after a poor start 
earlier in the year. A part of the 
rise in new starts, however. was 
due to the fact that some new 
starts were held back early in 
the year until restrictions were 
modified. Non-residental con- 
struction has made a disappoint- 
ing showing, although the trend 
in the past two or three months 
has been a little better. New resi- 
dential completions will probably 
remain above a year ago through 
the end of the year, but the de- 
cline in new starts may be more 
than seasonal. 


In some respects I believe the 
building industry might be better 
off at the moment if Summer 
trends had been more disappoint- 
ing. Building costs at the moment 





are too high for most families. A 

















return to prewar levels is not in 
sight for many years yet, but 
there is not much doubt that some 
cost readjustments will have to 
be made if the industry is even 
to maintain current levels next 
vear. These cost adjustments have 
been deferred and the index of 
iuilding costs is at a new peak. 

The position of the chief mar- 
ket, that is the American public, 
has deteriorated sharply in the 
past tew months. Income is at 
record high levels, but it has not 
kept pace with the advance in 
living costs. Real income has been 
below a year ago for many months 
now, but unit volume of produc- 
tion has been maintained. Al- 
though I believe food prices are 
close to their highs, sharp declines 
during the remainder ot this yea1 
cdo not seem likely. Emergency 
shipments to Europe wiil be 
enough to keep domestic. food 
prices high. This is bound to have 
an adverse effect on sales of other 
productions. 

Retuzilers had a poor beginning 
for the Fall season during Aug- 
ust and the first two weeks of 
September, but have had a sharp 
pickup in sales since that time. 
Nevertheless, all stores tell me 
that they have to push for busi- 
ness, and a part of the large in- 
creases in the last two or three 
weeks reflect as much the poor 
showing of last year as they do 
the delayed pickup in Fall de- 
mand this year. At the moment, 
lt would hesitate to predict how 
long the public will keep on buy- 
ing at the current rate. My own 
feeling is that the last few weeks 
have made up a part of the busi- 
ness lost in the previous five or 
six weeks, but that this late bulge 
cannot be relied upon to continue 
indefinitely. 


What Will the Retailer Do? 
What the consumer does in the 
next six weeks is highly impor- 
tant because it will have such a 
what the 


great influence on re- 
tailer does. Retailers’ commit- 
ments reached a low point last 
May and have been advancing 


steadily since that time. Stores 
are showing a seasonal increase, 
and are about in line with sales 
prospects. Unfilled orders, how- 
ever, are substantially above nor- 


mal. I do not believe most re- 
tailers will want to hold them 
there beyond the end of this 


month unless sales greatly exceed 
their expectations. A sharp drop 
in new orders seems inevitable, 
if not within the next 60 days, 
then in even more exaggerated 
form after Christmas. 


Nature of Inflation 

Wholesale prices during April, 
May and June showed a tendency 
to decline. However, Secretary 
Marshall’s proposal, coming at a 
time when distributors’ new or- 
Cers were increasing sharply and 
the corn crop was going from bad 
to worse, laid the foundation for 
a new—and I believe last—re- 
vival of speculative sentiment 
and inflationary psychology. 
Many observers were convinced 
and still believe that a new round 
of inflation is under way. I should 
like to point out, however, that 
price inflation, except where 
there is a flight from currency, is 
basically a supply-demand ques- 
tion. Supply-demand factors are 
greatly distorted following a war, 
but the inflation of prices in the 
United States that has always fol- | 
lowed wars has nevertheless been | 
a supply-demand inflation. How 
long do such inflations continue? 
What causes them to reverse 
themselves? These are both im- | 
portant questions. 

I believe the simplest rule, and | 
most practical one, is as follows: 
Price inflation will continue as 
long as price increases do not 
prevent a further increase in unit | 
demand; In fact, speculation is/| 
quite capable of carrying prices | 


| : 
| point. 
mand begins to decline, any fur-| 


' this 


But the minute unit de-| prices 


| 
| 


ther advance in prices acts twice | 


as rapidly in closing the gap be- 
tween supply and demand as it 
did before. 

As pointed out before, this 
shrinkage in unit demand is now 


under way. Whether the whole- 
sale price index will go two 
points higher, or eight points 


higher, or whether it has already | 


passed its peak, I would not want | 


to guess. I can see nothing, how- 
ever, 
ation 
port a 
any great 


that at this time will sup- 
further price inflation of 
magnitude. 


in the basic economic situ- | 


Moreover, | 


since living costs have advanced | 


more than income, steadily re- 
ducing the potential size of the 
most domestic market, and since 
inventories and prices are both 
much higher than they were a 
year ago, I believe we are very 


close to a period of sharper and | 


more general declines. 


The Situation at the Moment 
With this background in mind, 
I would describe the situation at 
the moment about as follows: 
Most demand factors seem to 
have weakened substantially dur- 
ing the past twelve months, Ex- 
ports are declining on both a dol- 
lar and a unit basis. Sales are in 
a normal relationship with in- 
come but unit volume in many 
departments has already begun to 
retlect the downward trend of 
real income. Distributors’ inven- 
tories are showing a_ seasonal 
increase, but I have met no busi- 
nessman recently who is out bid- 
cing for supplies in order to 
replenish depleted stocks. Large- 
scale inventory replacement de- 
mand is a thing of the past. Some 
forms of construction, after a poor 
Slart, have picked up and will be 
a sustaining factor for 30-60 days 
ionger, but seasonal declines dur- 
ing the Winter are inevitable. 
Even last year, when manufac- 
turing activity was advancing 
sharply, there was a seasonal de- 
cline in total employment between 


August and December. This de- 
cline is likely to be somewhat 
larger this Fall. For the first 


time since a month or two after 
the war, therefore, employment, 
which is the basis of income, will 
be showing a less favorable trend. 
This is inevitable when the phy- 
sical volume of demand is shrink- 


ing. 
It seems highly likely, there- 
fore, that the peak for income 


will be reached in September or 
October, when the national total 
will be inflated by payments to 
veterans. It will be very difficult 
to preserve sellers’ markets psy- 
chology when income begins to 
cecline. 

Although early declines in in- 
come and retail sales after sea- 
sonal adjustment will be rela- 
tively slow, distributors generally 
have built up their unfilled orders 
as well as increasing their inven- 
tories. Manufacturers’ inventories 
have also continued to rise. It 
seems very likely, therefore, that 
the next decline in new orders for 


'consumers’ goods are much more 


likely to encourage’ inventory 
liquidation than was the case only 
twelve months ago. 


Conclusions 
In all past history, the first 
postwar inflation has always been 
followed by a relatively sharp 
setback in production and whole- 
sale prices. I can find nothing in 
my examination of the situation 


the burden of readjust~ 
ment. 

If I were to tell you that sharp- 
er and more general declines in 
production and wholesale prices 
would begin next April, for ex- 
ample, then I would be implying 
that risks in the meantime would 
be comparatively small. This I 
ao not believe to be the case. No 
market breaks until it becomes 
seriously over-sold, and during 
the process of over-selling it 
seems to be growing stronger and 
stronger. All of you who were 
in business in 1920. or even in 
1937, will recall how suddenly, 
and out of what clear skies, these 
sharper and more general adjust- 
ments can develop. 


French Republic Bond 


Drawn for Redemption 

a, P. Morgan & Co. Inc., as 
sinking fund administrators, have 
notified holders of The Govern- 





/ment of the French Republic Ex- 


ternal Loan of 1924 25-year sink- 
ing fund 7% gold bonds due 
Dec, 1, 1949, issued under Loan 
Contract dated Nov. 22, 1924, that 
$3,984,700 principal amount of 
these bonds have been drawn by 
lot for redemption on Dec. 1, 1947 
at 105%. The drawn bonds will 
be redeemed and paid on and 
after the redemption date, in 
United States dollars, at the office 
of the sinking fund administrators, 
23 Wall Street, New York City, 
subject to the provisions of Exec- 
utive Order No. 8389, as amended, 
upon presentation and surrender 
of the bonds and of all appur- 
tenant coupons maturing after the 


redemption date. Interest will 
will cease on the drawn bonds 
after Dec, 1, 1947. It is further 
announced: 


“The Government of the French 
Republic is notifying holders of 
the drawn bonds that payment 
will be made either (a) upon 
presentation and surrender at the 
office of J. P. Morgan & Co. Inc.., 
together with evidence required 
by French law as regards resi- 
dence and non-enemy interest as 
follows: to holders not resident 
in the franc area, payment will 
be made in United States dollars: 
to holders resident in the frane 
area, or to a bank in France des- 
ignated by such holders, payment 
will be made at the office of Mor- 
gan & Cie. Inc., Paris, upon their 
receipt of advice of presentation 
and surrender in New York, in 
the French franc equivalent of the 
dollar amounts, calculated upon 
the basis of the official rate of 
exchange for the dollar in France 
on the date of maturity; or, (b) 
until further notice, upon presen- 
tation and surrender by bankers, 
brokers or financial institutions 
at the office of Morgan & Cie. Inc., 
Paris, in the French franc equiva- 
lent of the dollar amounts, calcu- 
lated upon the basis of the official 
rate of exchange for the dollar 
in France on the date of matur- 
iy.’ 





Bonds of Belgium Drawn 
For Redemption 


J. P. Morgan & Co. Ine. and 
Guaranty Trust Co. of New York, 


/as Sinking Fund Administrators, 


are notifying holders of Kingdom 
of Belgium External Loan 30-year 


| sinking fund 7% gold bonds due 


to make me believe that history | 
‘drawn by lot for redemption on 


will not again repeat itself. 

Never in history, however, has 
first reaction degenerated 
into a depression of major magni- 
tude, such as occurred in 1929- 
1932. I can see no danger of such 
a major depression within the 
near future. 

The basic distortion at the mo- 
ment is that we are producing 
a larger physical volume of goods 
than can be consumed indefinitely 
at current price levels. Production, 


June 1, 1955, that through the 
Sinking fund, $216,500 principal 
amount of these bonds have beer 


Dec. 1, 1947 at 10712%. Subject ta 
the provisions of Executive Order 
No. 8389, as amended, the drawn 
bonds will be paid at the office of 


iJ, P. Morgan & Co. Inc., or at the 


principal office of Guaranty Trust 
Co. of New York. The notice fur- 
ther states that on Oct. 10, 1947, 


| $246,500 principal amount of these 


bonds previously drawn were still 


up for a few months beyond that I believe, will soon share with unredeemed, 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 








J ve ‘ Latest Previous Month Year Latest Previous Year 
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago Month Month Ago 
Iydicated steel operations (percent of capacity) __- ees Oct. 19 96.8 96.1 89.4 20.5 BANK DEBITS—BOARD OF GOVERNORS OF 
Equivalent to— >t aie ts: 6 7 THE FEDERAL RESERVE SYSTEM— 
Steel ingots and castings produced (net tons)_ Liz) eal Oct. 19 1.693.900 1.€81,700 1.564.400 1.595.000 Month of September $91,889,000 $£4,406,000 $53,295,000 
AMERICAN PETROLEUM INSTITUTE: BUILDING CONSTRUCTION PERMIT VALUA- 
Gasoline output (bbls.) _. 7 average (ob1.) oes. 4 5,309,000 5,290,000 5,246,000 4,821,000 All building construction $534,000,000 $457,000,000 $414,000,000 
Kerosine output (bbls)... yey 14 16,458,000 16,561,000 16,205,000 15,332,000 New residetia! 275,000,000 261,006,000 233,000,000 
Gas oil and distillate fuel oil output (bbls.) __ mar : 2,013 2ee 2.0Sa.0ue bh Ly rn New non-residential 167,000,000 140,000,006 = 110,000,000 
Residual fuel oil output (bbls.) a wer. 6,241,000 €,136,000 6,337,900 5,526,000 Additions, alterations, ete 94,006,00¢ 86,000,000 66,000,000 
Stocks at refineries, at bulk terminals in transit and in pipe line Jet. 4 8,017,600 8,580,000 6,108,000 7,965,000 Non-Federal—ah building consiruction 522,000,000 460,000,000 349,000,000 
Finished and unfinished gasoline (bbls.) at__ seins Oct ~ 2472.0 aan 86 969 New residential 273,000,000 254,000,000 184,600,000 
Kerosine (bbls.) at__. : on oo t. 4 1,60 7,600 &2,472,( 00 83,336,600 86,962,006 New non-residential 165,000,000 129,006,000 105,000,000 
Gas oil and distillate fue] oil thin} ak . m 4 22,7 7é 000 22,82°.000 21,302,000 21 368,006 Additions, alterations, etc 10.000,000 77,000,000 60,900,000 
Residual fuel oil (bbls.) at his * 4 60,223,000 60,406,000 56,763,000 63,489,000 Federal—-all building construction 6,000,000 27,000,000 65,000,000 
' Oct 4 57,504,000 56,777,C00 56,168,000 59,725,000 New residential 7,000,000 54,000,000 
el : ; : New non-residential 2,000,600 11,000,001 5,000,006 
ASSOCIATION OF AMERICAN RAILROADS: Additions, alterations, etc. 4,000,000 9,00C,000 €,900,0G0 
Revenue freight loaded (number of cars) 5: 37,95 
; pd oe é Oct. 4 942,533 937,954 809.050 907,168 ISINESS F RES :eR TP ET 
Mamania Sreitins math te ete Phare se 942, : BUSINESS FAILURES--DUN & BRADSTREPT, 
enue freight rec'd from connections (number of cars) Oct. 4 735,966 129,165 634.314 718.000 INC.—Month of September: 
. — -_ idee ainsi aae : Manutacturing number 101 99 32 
cI Re ENG CONSTRUCTION, ENGINEERING NEWS Wholesale number 40 44 8 
hae , ; Retail number 103 102 2% 
Total U. S. construction__-__- Oct. 9 $92,953,000 $166,212,000 $14€,229,000 $81.945.000 Construction number 20 19 17 
Aad construction —_____- Oct. 9 44,819,999 130,241,000 82,511,000 57,277,00¢ | Commercial service number 28 23 11 
Stat ‘GanserUCtren - Oct. 9 $8,164,000 36,571,000 63,718,000 24,668,000 : 
tate and municipal__. Oct. 9 43,958,000 24,553,000 46,743,900 21 898,000 Total number 292 287 96 
Federal « ieanen Oct. 9 4,206,009 12.008.C00 16,275,000 2,860,000 Manufacturing liabilities $5,964,000 ¢ 10,426,000 $ 2,510,000 
Wholesale liabilities 1,407,000 1,978,000 321,000 
COAL OUTPUT (U. S. BUREAU OF MINES): tetail liabilities 1,390,000 1,668,000 367,000 
Bituminous coal an ionite u = r > Construction abilities 444,006 176,000 1,368,000 
Seanasteain anak nl —— (sons) Oct. 4 12,190,600 12,300,900 10,740,000 12,551,000} Commercial service liabilitie: 829.006 655,000 311,006 
Sashive coke by + iracite (tons) Oct. 4 1,289,090 1,278,000 946,000 1,246,000 ate 
bONS) ——-——. Oct. 4 131,UG0 134,400 119,200 105,400 Total liabilities $10,034,006 $14,903,000 $4,677,000 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE COTTON ACREAGE AND PRODUCTION— U.S. 
SYSTEM —1935-39 AVERAGE — 100 iat? di 398 316 65 ~_ DEPT. OF AGRICULTURE—As of Oct. i: 
. - aia ‘ini Acreage 21,143,000 21,143,000 
. — we) ; ales t 508, ,849, 3,640,00 
EDISON ELECTRIC INSTITUTE: Production, bales lint 11,508,000 11,849,000 8,640,000 
Electric output (in 000 kwh.) Oct. 11 4.958.062 4.934.851 5.053.300 4.495.229 | COTTON GINNING (DEPT, OF COMMERCE )— 
ia J " sie itt: Prior to Oct. 1: 
ee Oar paecamaaae AND INDUSTRIAL)—DUN & BRAD- Running bales _.__ 3,898,767 1,552,858 2,334,443 
STREET, INC... . + , a or en 
-Oct. 9 62 81 15 25| CROP PRODUCTION IN U. S. — U. S. DEPT. 
et OF AGRICULTURE—Estimate as of Oct. 1: 
IRON AGE COMPOSITE PRICES: (00u’s omitted) 
Finished steel (per lb.) ‘ 5 ¢ — as a as Corn, al] (bu.) 2,458,674 2,403,913 3,237,927 
Pig iron (per gross ton) ; a. a mp 319141 3.19141¢ 2.73011¢} Wheat, all (bu.) 1,406,761 1408602 1.155.715 
Scrap steel (per gross ton) Oct. 7 $38 08 $36.93 pe oo te Winter (bu.) 1,095,648 1 095,648 873,893 
= e405 Us $37.79 $30.19 $19.17 All Spring (bu.) 311,113 312,954 “81,822 
METAL PRICES (E. & ee ae Durum i(bu.) 43,017 43,245 35,236 
rote (E * M. J. QUOTATIONS): Other Spring ‘bu.) 268,096 269,709 45,986 
Slectroly tic copper - Oats (bu.) . 1,231,561 1,226,792 1,509,867 
— refinery at___- __Oct. 8 21.225¢ £1.225¢ 21,225¢ 14.150c Barley bu.) 284,497 285,919 263,350 
Pt te rk ne eta Oct. 8 21.425¢ 21.425¢ 21.425¢ 17.225¢ | Rye (bu.) 25,405 25,405 18,685 
4 ety me (New York) at Oct. 8 80.000c 80.000c 80.000c 52.000c Buckwheat (bu.) 8,182 8,862 7,105 
pee ta York) at Oct. 8 15.009¢ 15.000c 15.000c " §$.250e Flaxseed (bu.) = 39,980 39,521 22,962 
rhe oon Louis) at Oct. 8 14.800c 14.800¢ 14.800c 8.10Cc | Rice (bu.) 76,718 76,047 71,520 
ine (East St. Louis) at Oct. 8 10.500c 10.500¢ 10.500c 8.220c Sorgsums for grain (bu.) 85,696 89,937 106,737 
Hay, all (ton) 101,804 102,030 100,860 
MOODY’S BOND PRICES DAILY AVERAGES: Hay, wild (ton) 13,179 13,179 11,530 
U. S. Govt. Bond: ; ee weiy a Hay, alialfa (ton) 32,698 33,119 31,817 
Average corporate Oct 14 121.95 2 <4 122.24 121.11 Huy, clover and timothy (ton) BK i A by | 33,271 34,330 
Oct. 14 114.08 114.66 116.41 116.61 Hay. le “des ton 6.503 6.614 7.182 
Aaa Oct. 14 119.80 119.41 121.04 120.8 + Ning gpa Mer | 214 6 :? 
Aa Act. 7 nage aa = b4 Beans, dry edible (100 ib. bag) 16,314 16,659 15.797 
A — 11% 00 11% 60 439.82 119 20 Peas, dry field (100 lb. bag) 6,542 6,542 6,926 
San bs t. 14 424.27 114 85 a36 22 116 41 Scybeans for beans (bu.) 180,985 181,247 196,%25 
Railroad Group pe + oa 92 ob Sood. 109.24 110.15] Peanuts lb.) . 2,102,260 2,144,850 2,036,430 
Public Utilities Group mat ih 28 209.80 413.8) 112.19] potatoes bv.) 378,099 368, 168 475,969 
Industrials Group } og 11¢.63 115.62 127.80 117.60} Sweet potatoes (bu.) 59,208 59,001 66,807 
; ct. 14 117.€0 118.20 119.61 119.82] Toehacco tb.) 2,151,356 2,150,511 2,31z,080 
ee ; ' Sugarcane for sugar & seed (ton) 5,743 6,136 5,997 
MOODY’S BOND YIELD DAILY AVERAGES: Sugar beets (ton) 12,248 12,140 10,562 
U. S. Govt. Bonds : Oct. 1 e ; ee a Broomcorn§ (ton) 32 33 44 
Aneehes sathnean mune! eS aoe := bap 1.65) Hops (Ib.) __ 47,244 44,844 53,171 
Aaa ‘ pee Ee af > as 
Aa - 7 peg aoe = an 2.60 | METAL PRICES (Ek. & M. J. QUOTATIONS)— 
ra Oct. 14 394 391 284 3.70 Average for Month of September: 
Baa Oct. 14 Fas = on > 91 5 2 Copper (per pound)—- 
Railroad Group Oct. 14 3:21 3.19 3.07 30 Electrolytic, domestic, refinery : 21.22Sc 21.225c 14.150¢ 
Public Utilities Group Oct. 14 > 87 2.85 276 3.04 Electrolytic, export, refinery 21.388¢ 21.326¢ 16.486¢ 
Industrials Group ne ; Oct. 14 2.73 = 4 9 67 2 66 Lead (per pound }— 
; ¥ ? : = sia ome oor New York .- r 15.000c¢ 15.000c 8.250¢ 
ree a St. Louis _- 14.800c 14.800c 8.100¢ 
MOODY'S COMMODITY INDEX . ‘ Oct. 14 447.6 429.7 433.1 340.2 Silver and Sterling Exchange: 
Silver, New York (per ounce) 70.601c 65.655c 90.125¢e 
NATIONAL FERTILIZER ASSOCIATION—-WHOLESALE COMMOD- Silver, London (pence per ounce) 42.744 _39.975¢ 55.5000 
ITY INDEX BY GROUP—1935-39— 100: Le — | 
“a : aoe : Oct. 11 232.1 232.9 234.0 138.8 New York, Straits 80.000c 80.000c 52.0000 
PF. "ats and oils_-—---.------. Oct. 11 234. 245.0 222.2 193.0 New York, Chinese or 99% 78.900c 78.900c 51.125¢ 
“Cot produc ts Oct. 11 266.3 235.5 256.1 218.2 Gcld (per ounce U. S. price) ; $35.00 $35.00 $35.00 
) ti Oct. 11 297.6 290.5 302.0 367.9 Quicksilver, (per flask of 76 pounds) $81.64 $84.00 $96.00 
yee iz - Oct. 11 294.9 255.4 292.0 223.1 {Antimony (per pound) (E. & M. J.) 35.940¢ 35.9402 15.839¢ 
F — Kk Oct. 11 262.1 262.3 260.5 193.6 Antimony (per pound) bulk, Laredo 33.000c 33.000c 14.500¢ 
Seton . Oct. 11 190.6 190.6 190.6 154.2] Antimony, bulk, New York 15.265¢ 
oi mula commodities Oct. 11 168.9 169.3 167.3 143.5 Antimony (per pound), in cases, Laredo 33.500c 33.500c 
sates es Oct. 11 215.7 214.2 215.5 211.9 Antimony (per pound), Chinese, Spot Nom’! Nom’! 16.500c 
one : Oct. 11 159.1 159 J 159.1 124.5 Platinum, refined, per ounce $63.640 $55.€15 $35.17 
Fe materials = Oct. 11 297.3 226.6 226.6 178.3 +Cadmium (per pound) $1.75( $1.750 $1.250 
ano a and drugs Oct. 11 151.5 151.5 149.6 128.2 Cadmium ‘per pound) $1.775 $1.775 $1.273 
Sestitins r materials Oct. 11 135.4 35.6 122.6 121.9 SCadmium (per pout'd) $1.800 $1.800 $1.300 
tng Oct. 11 135.7 135.7 135.5 125.1] Aluminum, 99’ plus, ingot (per pound) 15.000c 15.000 15.900¢ 
wall pesca aga Oct. 11 127.1 1271 127.1 116.5 Magnesium, ingot ‘per pound) 20.500 20.500c 20.500¢ 
groups combined_- = cs site .. Oct. Tl 213.3 PB BORE | 213.5 174.4 Zine (per pound)— 
East St. Louis 10.500c 10.500c %.250c 
NATIONAL PAPERBOARD ASSOCIATION: 
Orders received (| rs MOODY’S WEIGHTED AVERAGI., YIELD OF 
+ ~vtlen grrr. gaa ~----- Oct. 4 233,861 180,644 196,986 223,117 | 200 COMMON STOCKS—Month ct September: 
rete «nares lip apap Ae aaatate . Oct. 4 176,834 183,554 13£,886 172,354} Industrials (125) 5.1 5.0 4.1 
atone os of activity Oct. 4 100 102 79 100} Railroads (25) 73 7.0 6.5 
nfilled orders (tons) at Oct. 4 492,845 437,350 478,283 619,521 Utilities (25) 5.1 5.0 4.5 
: - Banks (15) 4.5 4.4 4.0 
OIL, PAINT AND DRUG REPORTER PRICE Insurance (10) 3.6 3.6 3.6 
INDEX— 1926-36 AVERAGE--100 P we nea 146.3 144.5 141.6 141.5 Average yield (290) 9.2 5.1 4 
WHOLFSALE PRICES—U, S. DEPT, LABOR—1926—100: NEW CAPITAL ISSUES IN GREAT BRITAIN— 
; P , } * “whe 25 } ~ + £13.97 
All commodities _______- wel ae 4 157.1 156.2 154.9 198.3 Midland Bank, Lid.—-Month of September £5,101,006 £3.306,000 £13,278,000 
—e on = 4 ohh! 184.7 1i'2.4 158.0 | UNITED STATES EXPORTS AND IM- 
oe ct. 18.. 177.6 174.1 135.5 PORTS — BUREAU OF CENSUS — 
stron and leather products Oct. 4 186.7 186.2 183.2 1411 ee as it ig 
ee as Oct. 4 141.0 140.3 140.3 125.9] Exports ; $1,149,500,000 $1,151,000,000 
aa Be pect! tt | ec ion OCU, 115.3 115.0 114.4 95.0 Commercial 1,125,400,000 1,124,500,000 
Building on trl iagay ae oe : aaa eae 114.2 UNRRA Administration Program 2,800,000 25,300,000 
*hemieals : alli ' oe ue. 182 60.1 124.1 Lend Lease 100,000 1,200,000 
Chemicals and allied products Oct. 4 123.9 123.6 118.5 98.6] Imports —__- 99,000,006 419,960,000 
Housefurnishings goods Oct. 4 121.9 131.9 131.9 115.1 . . 
Miscellaneous commodities — Qct. 4 115.9 114.9 117.2 ] 2: 
: — “<= | UNITED STATES GROSS DEBT DI- 
Special groups— my ; — GUARANTEED-~—A: 
fs Oo eendt. 30: 
Raw materials Oct. 4 172.9 171.1 168.5 144.5 General fund balance $259,220,548,079 $260,176.196,535 $265,.768,495.039 
Semi-manufacture d articles ‘ Oct. 4 151.3 151.3 150.2 116.9 N-t debt 3,952,317,483 3,400,395,127 10,171,182 937 
ype nee ght ng Cct. 4 151.4 150.9 150.1 118.1 Sompuied annual interest rate £.128% 2.125% 2.026 % 
commodities other than farm products Oct. <¢ 1504 150.0 148.9 117.3 —_— vey 
: aS . ¢ ar " : ra: ly V8 Revised figure ‘Based on the produce! quotation Based on the average 
— All commodities other than farm products and foods -Oct. ¢ 13u.6 138.2 137.9 112.6] of the producers’ and platers’ quotation ‘Based on platers’ quotation ! Domestic, 
New York 





bd 2yicse j . - 1 
Revised figure. 5 tons or more but less than carload lot, packed in cases, f.o.b. 
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Securities Now in Registration 





INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





@ Adams Hard-Facing Co., Wakita, Okla. 

Oct. 8 (letter of notification) 5,000 shares ($10 par) com- 
mon. Price—$10 a share. To be sold through officers 
and directors of the company. For business expansion. 
@® Aerocabs, Inc., Santa Monica,. Calif. 

Oct. 10 (letter of notification) 250 shares of capital stock. 
Price—$100 a share. To be sold through directors of 
the company. For business operations. 

® Affiliated Fund, Inc., New York 

Oct. 9 filed 2,000,000 common shares (par $1.25). Under- 
writer—Lord, Abbett & Co., Inc. Purpose—Proceeds for 
investment. Price—To be offered at market. 


Air Products, Inc., Allentown, Pa. (10/20) 
Sept. 26 filed 150,000 shares ($1 par) common. Under- 
writers—Reynolds & Co., and Laurence M. Marks & Co., 
both of New York. Price by amendment. Proceeds— 
To repay bank loan and for working capital. 


Alabama Power Co., Birmingham, Ala. (10/20) 
Sept. 19 filed $10,000,000 20-year first mortgage bonds. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co.; Drexel & Co.; Lehman Brothers; Blyth 
& Co. Inc.; Harriman, Ripley & Co., Goldman, Sachs & 
Co., Lazard Freres & Co. and Equitable Securities Corp. 
(jointly); Shields & Co. Expected in October. Price— 
To be determined by competitive bidding. Proceeds— 
To finance part of its expansion program. Bids—Bids 
for the purchase of the bonds will be received up to 
11 a.m. (EST) Oct. 20 at office of Commonwealth & 
Southern Corp. (N. Y.), 20 Pine Street, New York. 

@® Allied Gas Co., Paxton, Ill. 

Oct. 9 (letter of notification) 4,020 shares ($10 par) 

common. To be offered for subscription at $10 a share 

to common stockholders. Unsubscribed shares will be 

purchased by Merritt H. Taylor, President. For con- 

struction and expansion purposes. 

@ American Cladmetals Co., Pittsburgh, Pa. 

Oct. 10 filed 1,000,000 shares ($1 par) common. Under- 

writer—Mercer & Hicks Co., New York. Price—$1.50 a 

share. Proceeds—To buy machinery and equipment for 

commercial operations. Business — The company was 

organized in 1945 for the manufacture of cladmetals but 

has not yet gone into production. 

@ American Fire and Casualty Co., Orlando, Fla. 

Oct. 10 (letter of notification) 12,500 shares ($10 par) 

common. Price—$24 a share. Underwriter—Southeast- 

ern Securities Cerp., Jacksonville, Fla. For investment 

in securities. 

@ Arizmont Mining & Chemical Corp., Quartzsite, 
Arizona 

Oct. 6 (letter of notification) 200,000 shares of capital 

stock. Price—$i a share. No underwriting. For work- 

ing capital. 


Belden Manufacturing Co., Chicago 
Sept. 22 (letter of notification) 29,164 shares ($10 par) 
common. Price—$10 a share. Offered for subscription 
to stockholders of record Sept. 29 on basis of one new 
share for each 10 shares held. Rights expire Oct. 28. 
No underwriting. For general corporate purposes. 


Brayton Flying Service, Inc., Rebertson, Me. 
March 24 (letter of notification) 50,000 shares ($1 par) 
27% cent cumulative, convertible preferred and 50,000 
shares (10c par) common. Price—$5 per unit, consisting 
of one share of each. Underwriter—White and Co., St. 
Louis, Mo. For expansion of operating facilities and for 
working capital. 


@ Buffalo (N. Y.) Stainless Casting Corp. 

Oct. 10 (letter of notification) 19,997 shares ($10 par) 
common Price—$10 a share. No underwriting. For 
acquisition of manufacturing plant, equipment and tools, 
and for working capital. 


Callaway Mills, LaGrange, Ga. 
Aug. 28 filed 123,306 shares (no par) common. Under- 
writing—No underwriting. Offering — Shares will be 
offered only to those stockholders who exchanged their 
holdings of common for preferred in 1945. Price—$35 a 
share. Proceeds—For corporate purposes. 


Camden (N. J.) Fire Insurance Association 
Sept. 19 filed 100,000 shares ($5 par) capital stock. Un- 
derwriter—Butcher & Sherrerd, Philadelphia. Offer- 
ing—Shares will be offered to stockholders in the ratio 
of one new share for each four shares held. Unsub- 
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scribed shares will be sold publicly. Price—By amend- 
ment. Proceeds—To increase capital funds. 

@ Carney-Pacific Rockwool Co., Longview, Wash. 
Oct. 3 (letter of notification) 3,500 shares ($1 par) com- 
men and $41,000 of 512% sinking fund debenture, due 
1957. Price—$17.50 a common share and $100 a deben- 
ture. To be sold through a director of the company, 
Murray Estes. For purchase and installation of machin- 
ery and for working capital. 

@ Carolina Power & Light Co., Raleigh, N. C. 
Oct. 8 filed 90,935 shares (no par) common. Underwriting 
—To be announced by amendment. Offering—For 
subscription by common stockholders on the basis of one 
new share for each 10 now held. Unsubscribed shares 
will be offered publicly. Price by amendment. Pro- 
ceeds—For construction program. 

@® Central Cooperative Wholesale, Superior, Wis. 
Oct. 13 filed $750,000 of preferred stock. No underwrit- 
ing. Offering—A portion of the stock will be offered 
for conversion of outstanding notes, on a dollar for dollar 
basis, and the balance will be offered to members and 
patrons eligible to becothe members. Price—From $25 
to $25.75 from January to December, depending on the 
quarter in which the stock is sold. Proceeds—For con- 
struction of warehouse, expansion of inventories, and 
property additions. Business—Cooperative for buying, 
processing, packaging, selling and distribution of com- 
modities to its members, which are retail outlets. Chief 
commodities are feeds, coffee and bakery goods. 

@ City Baking Co., Baltimore, Md. 

Oct. & (letter of notification) 500 shares of common, be- 
ing sold on behalf of D. R. Stoneleigh, a director of the 
company. To be sold at market. Underwriter—Kalb, 
Voorhis & Co., New York, as dealers. 


Cleveland (Ohio) Electric Muminating Co. 
Sept. 26 filed 254,989 shares (no par) preferred, series of 
1947. Underwriter — Dillon, Read & Co., New York. 
Offering—To be offered share for share plus a cash ad- 
justment for outstanding $4.50 preferred. Unexchanged 
shares of new preferred will be sold publicly. Price by 
amendment. Proceeds—To retire unexchanged shares 
of old preferred. 


Colorado Central Power Co.. Golden, Colo. 
Sept. 8 (letter of. notification) 9,872 shares ($10 par) 
common. Price—$30 a share. Company will sell the 
stock through investment bankers or security dealers 
and pay a commission of $1.25 a share. Proceeds will 
be used to repay a $100,000 loan and to reimburse its 
treasury cash. 


@® Decorators Imports, Inc., Los Angeles 


Oct. 10 (Jetter of notification) 5,000 shares of common. 
Price — $10 a share. To be sold through president of 
company. For purchase of equipment and raw material 
and establishment of rattan furniture factory at Cebu 
City, Philippine Islands. 


Derby Gas & Electric Corp., New York 

Sept. 4 filed 43,610 shares (no par) common. Under- 
writing—If a public sale is made the underwriter will 
be supplied by amendment. Offering—The shares will 
be offered to common stockholders on the basis of one 
share for each five shares held. Unsubscribed shares 
may be sold privately or publicly through an under- 
writer. Price to be supplied by amendment. Proceeds 
—Proceeds from the sale of stock and from the sale of 
new debentures will be used to make advances to the 
company’s three operating subsidiaries for construction 
purposes. 


Dodge Manufacturing Corp., Chicago (10/21) 
Sept. 30 filed $1,500,000 15-year sinking fund deben- 
tures. Underwriter—Central Republic Co.; A. C. Allyn 
& Co., and H. M. Byllesby & Co., all of Chicago. Price 
—By amendment. Proceeds—To redeem outstanding de- 
bentures, repay bank loans and to increase general funds. 


® Dostal Per-Mold Foundry Co., Pontiac, Mich. 
Oct. 6 (letter of notification) 5,000 shares ($10 par) com- 





mon. Price—S$10 a share. No underwriting. For gen- 
eral corporate funds. 
Duke Power Co., Charlotte, N. C. 
Under- 


Sept. 26 filed 252,512 shares (no par) common. 
writer — There will be no underwriting; however, the 
Duke Endowment has agreed to purchase all shares not 
subscribed to by stockholders. Offering—Offered for 
subscription to stockholders of record Oct. 16 on the 
basis of one share for each four held. Rights will expire 
on or about Nov. 3. Price—$82.50 a share. Proceeds— 
To finance construction. 


Electric Steam Sterlizing Co., Inc., N. Y. 
Sept. 22 (letter of notification) 65,000 shares of common 
stock (par 10¢). Price—65 cents per share. Under- 
a & Co., New York. Purchase of inventory, 
etc. 


Empire Projector Corp., New York (10/27-31) 
Aug. 21 (letter of notification) 80,000 shares ($1 par) 
common on behalf of the company, and 15,000 shares ($1 
par) common on behalf of officers and stockholders. The 
80.000 shares will be sold at $3 a share. The 15,000 shares 
will be sold to L. D. Sherman & Co., New York, the 
principal underwriter, at 60 cents a share. The under- 
writing discount for 80,000 shares will be 50 cents a 
share. The company will use its proceeds to increase 
working capital. 


Ero Manufacturing Co., Chicago 
Sept. 30 filed 150,000 shares ($1 par) common 
writer—Straus & Blosser, Chicago. Price—S7 a share. 
The underwriting commission will be $1 a share. Pro- 
ceeds—Shares are being sold by stockholders who will 
receive proceeds. 

Federal Electric Products Co. 
Feb. 26, filed 15u,0UU shares ($1 par) common class A. 
Underwriter—E. F. Gillespie & Co., Inc., New York. 
Price—$7.25 a share. The registration states princi- 
pal stockholder has granted the underwriters an option 
to purchase 45,000 shares of class B ($1 par) common 
at $7.25 a share, exercisable for a period of three years. 
Proceeds—Proceeds of approximately $870,000, together 
with $755,000 of other bonds, will be used to repay the 
balance of $34,000 of a property mortgage, to pay off 
loans in the amount of $1,295,000 to Bankers Commer- 
cial Corp., New York, and for additional working capital. 

Federal Services Finance Corp., Washington 
Sept. 24 (letter of notification) 2,870 shares ot 6° cumu- 
lative preferred stock. Price—$104.50 a share. Under- 
writer—Mackall and Coe, Washington, D. C. for oper- 
ating capital. 

Florida Rami Products, Inc. (11/7-14 
Aug. 1 (letter of notification) 100,000 shares ($1 par) 
class A common. Price—$3 a share. Underwriter—Bat- 
kin, Jacobs & Co., New York. To purchase new machines 
and equipment, to pay off some current liabilities and 
to add to working capital. 


@® Forest Lawn Co., Glendale, Calif. 
Oct. 7 (letter of notification) $295,000 3° debenture, 
series B, due 1967. To be sold to Forest Lawn Memo- 
rial-Park Association, Inc., at par, plus accrued interest. 
For capital improvements or investments. 

Frailey Industries, Inc., New York 
Sept. 26 (letter of notification) 34,500 shares of class A 
stock (par $1). Price—$5 per share. Underwriter 
Edward R. Parker Co., Inc., New York. Expand sales 
of products, etc. 


Gerity-Michigan Corp., Adrian, Mich. 


Under- 


Sept. 29 filed 40,049 shares ($1 par) common. Under- 
writer—Name to be filed by amendment. Price by 
amendment. Proceeds The shares are being sold for 





the account of James Gerity, Jr., company president. 

Glens Falls (N. Y.) Insurance Co. (10 23) 
Sept. 18 filed 150,000 shares ($5 par) capital stock. Un- 
derwriter — Morgan Stanley & Co., New York. Offer- 
ing—Offered for subscription to stockholders of record 
Oct. 6: at $35.50 per share on the basis of three new 
shares for each 10 shares held. Rights expire 3 p.m. 
(EST) Oct. 22. Unsubscribed shares will be offered pub- 
licly through underwriters. Proceeds—To be added to 
the company’s general funds. 


Great Eastern Mutual Life Ins. Co., Denver 
Sept. 2 (letter of notification) 45,250 shares ($1 par) 
capital stock. Price—$2 a share. To be sold through 
officers of the company. Of the total 13,250 shares will 
be sold for cash and 32,000 will ke issued in exchange 
for 32,000 shares of capital stock of Western Agency Co. 
in order to acquire all of the latter’s assets. 


Great Western Biscuit Co., Los Angeles 

Aug. 11 filed 249,972 shares ($1 par) capital stock. 
Underwriter — Fewel & Co., Los Angeles. Offering — 
Shares will be offered to stockholders at $2 a share in 
the ratio of one new share for each two now held. Un- 
subscribed shares will be offered publicily at $2 a share. 
The underwriters will receive a commission of 25 cents 
a share. Proceeds—For business expansion and to reduce 
short term indebtedness. 


Greenback (Tenn.) Industries, Inc. 
Sept. 17 (letter of notification) 25,000 shares ($10 par) 
preferred and 50,000 shares (10¢ par) common. Price— 
$10 per unit, consisting of one share of preferred and 
two shares of common. Underwriter—L. L. Bailey & 
Co., Knoxville, Tenn. To pay for equipment and build- 
ings. 

Hawaiian-Philippine Co., Manila, P. 1. 
Sept. 24 filed 500,000 shares 7% cumulative preferred, 
par 10 Philippines pesos per share (currency basis one 
neco equivalent to 50 cents). Underwriting—No under- 
writing. Offering—For subscription by common stock- 
holders on the basis of one share for each 1% shares 
owned. Price—$5 a share. Preceeds—For rehabilitation 


program. 
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Hickok Manufacturing Co., Inc., Rochester, 
New York 
Sept. 19 filed 200,000 shares ($1 par) common. Under- 
writer—E. H. Rollins & Sons, Inc., New York. Price— 
By amendment. Proceeds—The shares are being sold 
by 36 stockholders who will receive proceeds. Offering 
postponed indefinitely. 


® Household Finance Corp., Chicago 

Oct. 9 filed 222,485 shares (no par) common (stated 
value $10 a share). No underwriting. Osfering—The 
shares will be offered to stockholders of record Oct. 29 
on the basis of one new share for each 10 held. Rights 
expire Nov. 17. Price—$17ashare. Proceeds—Added to 
working capital. Business—Loan business. 





Howe Plan Fund, Inc., Rochester, N. Y. 
Oct. 3 filed 500,000 shares ($1 par) capital stock. Un- 
derwriter—George D. B. Bonbright and Co., Rochester. 
Price based on market prices. Proceeds — For invest- 
ment. Business—Investment business. 


Idaho Power Co., Boise, Idaho 

Oct. 7 filed 35,000 shares ($100 par) 4% preferred and 
100,000 shares ($20 par) common. Underwriters—Blvth 
& Co., Inc., and Lazard Freres & Co., both of New York, 
and Wegener & Daly, Inc., Boise, Idaho. Price by amend- 
ment. Proceeds—To repay short-term bank loans and 
to finance additions and improvements to its electric 
system. Business—Public utility. 


IHinois-Rockford Corp., Chicago 

July 24 filed 120,000 shares ($1 par) common. Under- 
writers—Brailsford & Co., and Straus & Blosser, Chicago. 
Price—$9.25 a share. Proceeds—The shares are being 
sold by four stockholders and represent part of the stock 
the sellers will receive in exchange for their holdings 
of four furniture companies to be merged with the regis- 
trant. The merging companies are Toccoa Manufacturing 
Co. and Stickley Brothers, Inc., both Illinois corpo- 
rations, and the Luce Corp. and Stickley Bros. Institu- 
tional Furniture Co., both Michigan corporations, 


® Indianapolis Power & Light Co. 

Oct. 9 tiled 50.000 shares ($100 par) cumulative pre- 
ferred and 214,451 shares (no par) common, Underwriters 
—To be supplied by amendment. For preferred (possi- 
bly Lehman Brothers). Common by competitive bidding. 
Prebable bidders: W. C. Langley & Co., Shields & Co., 
White, Weld & Co. (jointly); Otis & Co.; Blyth & Co., 
inc.; Lehman Brothers. Offering—The preferred will be 
offered publicly while the common will be offered to 
common stockholders of record Nov. 5 on the basis of 
one new share for each four held. Price by amendment. 
Proceeds—For new construction purposes. Business— 
Public utility. 


Inglewood Gasoline Co., Beverly Hills 
July 7 (letter of notification) 100,414.8 shares ($1 par) 
capital stock. Price—$1 <z share. To be offered to stock- 
holders. Unsubscribed shares to be offered publicly 
through Bennett & Co., Hollywood. To purchase equip- 
ment, liquidate indebtedness, and for working capital. 
An amended application may be filed in near future. 


Interstate Power Co., Dubuque, lowa 

May 13 filed $19,400,000 of first mortgage bonds, due 
1977, and 2,132,223 shares ($3.50 par) capital stock. 
Proceeds—For debt retirement, finance new construction 
and for working capital. Bonds awarded Sept. 24 to 


Halsey, Stuart & Co. Inc. on bid of 101.90 for a 34%% 
coupon rate. Stock awarded Sept. 24 on bid of $4.05 per 
share to Lehman Brothers, Goldman, Sachs & Co. and 
Wertheim & Co. The SEC on Sept. 25 rejected the bid 
for the stock. The SEC in its decision declared the price 
offered for the stock “would not effectuate a reorganiza- 
tion plan which would be fair and equitable to the per- 
sons effected thereby.” The SEC’s action also held up 
the sale of the bonds. 


1-T-E Circuit Breaker Co., Philadelphiha 
Sept. 15 filed 61,476 shares ($10 par) common. Under- 
writer—No underwriting. Offering—The shares will be 
offered to ($10 par) common stockholders of Railway & 
Industrial Engineering Co., South Greensburg, Pa., on 
an exchange basis of 114 shares of I-T-E Common for 
one share of Railway Common. The offer will be made 
pursuant to a plan of reorganization. 


Jersey Shore (Pa.) Gas & Heating Co. 
(10/23-24) 
Sept. 10 (letter of notification) $25,000 first mortgage 
sinking fund debentures. Price, par. Underwriter— 
Bioren & Co., Philadelphia. To retire present loan of 
$20,500 and to add to working capital. 


® Johnson Automatics, Inc., Boston 
Oct. 10 (letter of notification) 95,000 shares of common. 
To be sold at market. Underwriter—George F. Breen, 
New York. For additional working capital. 
@® Kendall Co., Walpole, Mass. 
Oct. 9 filed 50,000 shares (no par) common. Underwrit- 
ers—The First Boston Corp., and Goldman, Sachs & Co., 
New York. Price by amendment. Proceeds—The shares 
are being sold by H. P. Kendall, President of the com- 
pany. Business—Textile manufacturer. 

Koch Chemical Co., Winona, Minn. 
July 22 (letter of notification) 60,000 shares ($1 par) 
common. Price—$5 a share. Underwriter—H. P. Carver 
Corp., Boston. To retire debt and for working capital. 

Legend Gold Mines, Ltd., Toronto, Canada 
June 27 filed 300,000 shares ($1 par) common treasury 
stock. Underwriting — To be supplied by amendment. 
Price—50 cents a share. Proceeds—To develop mining 
properties. Business—Mining. 

Liberty Loan Corp., Chicago 
Sept. 25 filed 100,000 shares ($10 par) 75-cent cumula- 
tive convertible preferred, and 100,000 shares of Class A 
common, reserved for conversion of the preferred. Un- 
derwriter—Sills, Minton & Co. Price—$15 a share. Pro- 
ceeds—To reimburse treasury for cost of redeeming 50- 
cent preferred. 
® Lientz (E. C.) & Co., Inc., Fillmore, Calif. 
Oct. 6 (letter of notification) 50,000 shares of capital 
stock. To be exchanged for all outstanding stock of 
Rees-Davis Drugs, Inc., Meriden, Conn. 
® Lock Nut Corp. of America (10/30) 
Oct. 6 (letter of notification) 24,000 shares of 5% cumu- 
lative convertible preferred stock (par $12.50). Under- 
writer—Ray T. Haas, Chicago. Price—$12.50 per share. 
General corporate purposes. 
® Lone Star Super Stores, Inc., Port Arthur, 

Texas 

Oct. 7 (letter of notification) 70,000 shares ($1 par) 
common. Price—$1.25 a share. No underwriting. For 
business expansion. 
® Lyon Metal Products, Inc., Aurora, III. 
Oct. 10 filed 20,000 shares ($50 par) 5% cumulative pre- 
ferred. Underwriter—Kebbon, McCormick & Co., Chi- 
cago. Offering—15,764 shares will be offered to holders 
of its $100 par 6% cumulative preferred on an exchange 
basis of two shares of new preferred for each share of 
old preferred. The balance of the shares will be of- 
fered publicly. Price by amendment. Proceeds — To 
retire unexchanged old preferred and for working capital. 
Business—Manufacture of steel lockers and other metal 
products. 
® Majestic Silver-Lead Mines, Inc., Kellogg, Idaho 
Oct. 8 (letter of notification) 1,000,000 shares of com- 
mon. Price—i5 cents a share. Underwriter. — Jesse 
Lackman, Coeur d’Alene, Ida. For exploration and de- 
velopment of mining claims. 

Manhattan Coil Corp., Atlanta, Ga. 
May 20 filed $500,000 5% serial debentures, due 1949- 
1957; 12,000 shares ($25 par) 542% cumulative converti- 
ble preferred and 85,000 shares ($1 par) common. Un- 
derwriter—Kirchofer & Arnold, Inc., Raleigh, N. C. Price 
—The debentures at 102.507, while the preferred shares 
will be offered at par and the common shares at $4 
each. Proceeds—To retire bank indebtedness and to 
finance purchase of machinery and other plant equip- 
ment. 

Massachusetts Bonding and Insurance Co., 

Boston (11/7) 

Sept. 19 filed 100,000 shares ($5 par) capital stock. Un- 
derwriter—Geyer & Co., New York. Offering—Offered 
for subscription to stockholders of record Oct. 7 at $26 
per share on the basis of one new share for each four 
held. Rights expire Nov. 6 and unsubscribed shares will 
be sold publicly, Proceeds—For expansion of business. 

Merritt Chemical Co., Inc., Greensboro, N. C. 
Oct. 1 (letter of notification) 60,830 shares ($1 par) com- 
mon of which 19,537 shares will be offered to stockhold- 
ers at $2.50 a share and 41,293 shares will be offered 
publicly at $3 a share. Underwriter—Main Line Invest- 
ment Co., Merion Station, Pa. For expansion of business. 


Metropolitan Edison Co., Reading, Pa. (10/20) 
Aug. 29 filed $4,500,000 of first mortgage bonds. Under- 
writing — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Drexel & Co. Proceeds—For payment of 
bank loans, purchase or construction of new facilities. 





Bids—Bids for the purchase of its bonds will be received 
up to noon Oct. 20 at Room 2601, 61 Broadway, New 
York. 

Minnesota Min. & Manufacturing Co. (10/29) 
Oct. 6 filed $10,000,000 20-year sinking fund debentures 
and 100,000 shares (no par) cumulative preferred. 
Underwriter—Goldman, Sachs & Co., New York. Price— 
By amendment. Proceeds—For general corporate pur- 
poses including construction of new facilities. Business 
—Manutfacturers of scotch tape and other adhesives. 

@® Mossberg Pressed Steel Corp., Attleboro, Mass. 
Oct. 9 (letter of notification) $97,550 par value of com- 
mon. Price—$10 a share. To be offered for subscrip- 
tion to common stockholders. No underwriting. To re- 
place cash withdrawn for redemption of preferred stock. 


Munising Wood Products Co., Inc., Chicago 
Sept. 29 filed 50,000 shares ($10 par) 5% cumulative con- 
vertible preferred and 100,000 shares ($1 par) common, 
Underwriters — Straus & Blosser and Brailsford & Co., 
both of Chicago. Price — $10 a preferred share and 
$6.124% a common share. Proceeds — The securities are 
being sold by 12 stockholders who will receive proceeds. 


Nashville (Tenn.) Corp. 

Oct. 7 filed 820,834 shares ($1 par) common. Underwrit- 
er—Avco Manufacturing Corp., parent of Consolidated 
Vultee Aircraft Corp., which, in turn, is parent of the 
registrant, has agreed to purchase shares not subscribed 
for otherwise. Offering—The shares will be offered to 
Consolidated’s common stockholders on the basis of two 
shares of Nashville common in return for one share of 
Consolidated common and $18 cash. The exchange of 
common is part of a program whereby Consolidated will 
transfer the assets of its Nashville division to the regis- 
trant. Proceeds — For working capital. Business — 
Manufacture of buses, stoves and frozen food storage 
cabinets. 

Pacific Finance Corp. of California, Los Angeles 
Sept. 24 filed 19,750 shares ($10 par) common. Under- 
writing—No underwriting. Offering—To officers and 
employees of the company. Price—$18 a share. Proceeds 
For general corporate purposes. 

Pacific Telephone & Telegraph Co. (10/21) 
Sept. 19 filed $100,000,000 40-year debentures. Under- 
writing — To be determined by competitive bidding. 
Probable bidders: Morgan Stanley & Co.; Halsey, Stuart 
& Co. Inc. Proceeds—For construction program. Bids— 
Company will receive bids for the purchase of the bonds 
up to 11:30 a.m. (EST) Oct. 21, at Room 2315, 195 Broad- 
way, New York. 

Payne Cutlery Corp., Brooklyn, N. Y. 

Sept. 2 (letter of notification) 14,000 shares of common 
(par 50c). Price—$1.875 per share. Offered on behalf 
of or for benefit of Greenfield, Lax & Co., Inc., who is 
named underwriter. Effective Sept. 10. 

® Portland (Ore.) General Electric Co. 

Oct. 13 filed $6,000,000 of first mortgage bonds, due 1977, 
Underwriting—To be determined by competitive bid- 
ding. Probable bidders: Blyth & Co., Inc.; Halsey, Stuart 
& Co. Inc., The First Boston Corp. Proceeds—For prop- 
erty additions. Business—Public utility. 

® Pottstown (Pa.) Small Loan Co., Inc. 

Oct. 9 (letter of notification) 500 shares ($50 par) com- 
mon and $150,000 of 5% debenture bonds, due 1967. The 
common stock will be offered directly to the public at 
$50 a share while the debentures will be offered at face 
amount through the underwriting firm of Suplee, Yeat- 
man & Co., Inc., Philadelphia. For reduction of bank 
loans and for working capital. 

@ Princeton Mining Co., Missoula, Mont. 

Oct. 8 (letter of notification) 500,000 shares (10¢ par) 
common. Price—25 cents a share. To be sold through 
president of company. 100,000 shares of the total are 
set aside as agent’s commission. To continue develop- 
ment of certain patented mining claims. 


Providence (R. 1.) Washington Ins. Co. (10/28) 
Sept. 25 filed 100,000 shares ($10 par) capital stock. 
Underwriter—First Boston Corp., New York. Offering— 
Offered for subscription to stockholders of record Oct. 16 
on the basis of one new share for each three shares held 
at $28 per share. Rights expire (noon) Oct. 28. Preceeds 
—To increase its capital and surplus. 


Publix Shirt Corp., New York (11/3) 
Oct. 3 filed 140,000 shares ($1 par) common. Under- 
writer—Reynolds & Co., New York. Price by amend- 
ment. Proceeds — The shares are being sold by three 
stockholders who will receive proceeds. 


Public Service Co. of Indiana, Inc. (11/3) 
Oct. 1 filed $15,000,000 first mortgage bonds, series G, 
due 1977. Underwriters—Names to be supplied by com- 
petitive bidding. Probable bidders: Blyth & Co., Inc.; 
The First Boston Corp.; Glore, Forgan & Co.; Halsey, 
Stuart & Co. Inc.; Kuhn, Loeb & Co., and Harriman 
Ripley & Co. (jointly). Proceeds—About $4,000,000 will 
be used to reimburse the treasury for expenditures al- 
ready made and the remainder will go for additional 
construction requirements. Bids—Expected about Nov. 3. 


Robertshaw-Fulton Controls Co. (10/27) | 
Sept. 26 filed 120,000 shs. of 4°4% ($25 par) cumulative 
preferred and 550,000 shares ($1 par) common, also 
300,000 shares of common for conversion of the pre- 
ferred. Underwriter—All but 50,000 shares of the com- 
mon will be underwritten by Reynolds & Co., New York. 
The 50,000 shares will be offered to employees and offi- 
cers of the company. Offering—Company is offering the 
preferred and 50,000 shares of the common and Reynolds 
Metals Co., Richmond, Va., parent of the registrant, is 
offering the remaining 500,000 shares of common. Price 
by amendment. Proceeds—To pay obligations. 


(Continued on page 36) 
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(Continued from page 35) 
@® Sealy, Inc., Chicago 
Oct. 9 


(letter of notification) 170 shares of common. 


Price—$105 a share. No underwriting. For general 
corporate purposes. 
Seattle (Wash.) Gas Co. 


Sept. 4 (letter of notification) $300,000 ($50 par) pre- 
ferred. Price—$50 a share. Underwriter—Shea & Co., 
Boston; and Smith, Landeryou & Co., Omaha, Neb. For 
payment of loan and current obligations. 


Southeastern Development Corp., Jacksonville, 
Fla. 
July 29 (letter of notification) 8,000 units consisting of 
one share ($10 par) 6% cumulative preferred and one 
share ($1 par) common. Price—$12.50 per unit. Under- 
writer—Southeastern Securities Corp., Jacksonville. For 
working capital. 


Southern Colorado Power Co., Pueblo, Colo. 


Sept. 26 (letter of notification) 29,810 shares (no par) 
common, to be offered to stockholders at $9.50 a share 
vn the basis of one share for each 15 shares held. 
Unsubscribed shares will be sold publicly through unde1- 
writers headed by Hutchinson & Co., Pueblo, Colo.; 
Bosworth, Sullivan & Co., and Boettcher & Co., both 
of Denver. The public offering price will depend on 
the number of shares offered. For working capital. 


® Southwestern Investment Co. 

Oct. 8 filed 15,000 shares of 5% cumulative sinking fund 
preferred (par $20) and 21,499 common shares (no par). 
Underwriters—Preferred: The First Trust Co. of Lincoln, 
Neb.; common: Schneider, Bernet & Hickman. Purpose— 
To increase working capital. Offering—To be offered 
for subscription to stockholders, the preferred at par 
and the common at $15 per share. Business—Wholesale 
financing, discounting, etc. 


Spartan Tool & Service Co., Houston, Texas 


Sept. 26 filed $1,200,000 of 4% debentures, due 1955, and 
230,000 shares ($1 par) common. Underwriting — Well 
Service Securities Co., an affiliate, will be sold a portion 
of the common for resale to Spartan’s officers and em- 
ployees. Offering—Common will be offered in conjunc- 
tion with the debentures on the basis of 100 shares for 
each $1,000 debentures purchased. Price by amendment. 
Proceeds—To provide working capital. 


Standard Oil Co. of Ohio 


Oct. 2 filed 584,320 shares ($10 par) common. Under- 
writer—F. S. Moseley & Co. Offering—Shares initial- 
ly will be offered for subscription to common stockhold- 
ers of record Oct. 21. Rights will expire Nov. 5. Un- 
subscribed shares will be offered publicly through un- 
derwriters. Price by amendment. Proceeds—For work- 
ing capital to meet expanding operations. Business— 
Petroleum business. 





@ Titie Insurance Plants Co. of Montana, Union 
Biock, Missoula, Mont. 


Oct. 6 (letter of notification) 2,400 shares each of no par 
common and no par preferred. Price—$125 a preferred 
share. The company will issue one share of common 
as bonus with each share of preferred sold. To be sold 
through officers of the company. For operation of busi- 
ness. 


® Transgulf Corp., Houston, Texas (10/20) 
Oct. 9 (letter of notification) 298,116 shares (10¢ par) 
common. Price—$1lashare. Underwriter—S. B. Cantor 
Co., New York. For development of oil and gas leases. 
Offering expected Oct. 20. 


Wisconsin Investment Co., Milwaukee 


Sent. 29 filed 370,000 shares of common. Underwriter— 
Loewi & Co., Milwaukee. Offering—Shares initially 
will be offered to stockholders and unsubscribed shares 


will be offered publicly through underwriter. Price— 
Based on market prices. Proceeds—For investment. 


Wisconsin Public Service Corp., Milwaukee 
Sept. 30 filed $4,000,000 30-year first mortgage bonds. 
Underwriting—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Shields & 
Co.; Glore, Forgan & Co., and Harriman Ripley & Co. 
(jointly); W. C. Langley & Co.; The First Boston Corp. 
Proceeds—To repay short-term bank loans. 


Prospective Offerings 


Akron Canton & Youngstown RR. (10/22) 


Company will receive bids for the purchase of $600,000 
conditional sales agreement, for the financing of new 
equipment. Bids will be received by H. B. Stewart, Jr., 
President, 12 East Exchange Street; Akron, Ohio, up to 
noon: (EST) Oct. 22. 


@ American Insurance Co., Newark, N. J. 

Oct. 10 directors approved an increase in the company’s 
capital and surplus through the issuance of approxi- 
mately 662,000 additional shares of capital stock. This 
stock, authorized by stockholders, will be offered under 
subscription rights to the holders of the outstanding 
capital stock. It is expected that, upon completion of 
registration with the SEC the offering will be under- 
written by a nationwide group of investment bankers 
under the leadership of The First Boston Corp. 


@® American Telephone & Telegraph Co. 

Oct. 15 stockholders authorized an issue of approximate- 
iv $360,000,000 convertible debentures, with interest rate 
of 254%. Debentures will be dated Dec. 15, 1947, with 
maturity Dec. 15, 1957. Convertible on or before Dec. 
14, 1955, at not exceeding $140 per share. Debentures 
will be offered to stockholders of record Oct. 31 in ratio 
of $100 of debentures for each six shares held. Rights 
expire Dec. 15. Proceeds—For capital expenditures. 


® Baltimore & Ohio RR. (10/23) 

Oct. 11 company sent out request for bids on issue of 
$2,840,000 equipment trust certificates, series W, to be 
dated Nov. 1, 1947 and due $284,000 each Nov. 1, 1948 
to Nov. 1, 1957 inclusive. Bids for the purchase of the 
certificates will be received up to noon Oct. 23 at 
2 Wall Street, New York. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Harris, Hall 
& Co. (Inc.). 


Chicago & Eastern Illinois RR. (10/16) 

Bids will be received until noon Oct. 16 at company’s 
office, Room 808, 332 So. Michigan Avenue, Chicago, for 
the purchase of $3,450,000 1-to-15-year equipment trust 
certificates, series E. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler; Harris, Hall & 
Co. (Inc.) 

@ Elliott Co., Jeannette, Pa. 

Dec. 11 stockholders will vote on authorizing a new 
class of stock consisting of 110,600 shares of cumulative 
preference stock ($50 par), ranking junior to the out- 
standing 5% preferred stock, and on increasing the 
authorized common stock from 436,260 shares to 1,000,000 
shares. This proposed increase in the authorized capital 
ultimately will enable it, through the sale of stock, to 
undertake an expansion of its plant facilities and to 
provide for further expansion as conditions require. 
Traditional underwriter, F. Eberstadt & Co. 

@® Equitable Office Building Corp. 

Hemphill Noyes & Co., City Investing Co., and Charles 
F. Noyes have submitted to A. H. Knight and W. P. 
Doyle, Equitable stockholders, a new plan to refinance 
the building. Under the plan stockholders would receive 
one new share of common for each five shares now held, 
the right to subscribe to a bundle composed of one new 
common share and one new preferred share for each 
10 old shares at a price of $11, amd the right to subscribe 
to 1% new shares for each old share of common at a 
price of $1 per share. Consideration of this offer, which 
expires Dec. 1, would only be possible by stockholder 
rejection of the present proposed \¥/ertheim plan. 


® Froedtert Grain & Maliting Co., Inc. 
Oct. 14 stockholders authorized an increase in $2.20 
cumulative preferred (par $50) from 36,154 shares (all 
outstanding) to 46,154 shares. No plans for sale of addi- 
tional preferred are presently contemplated. 


® Gar Wood Industries, Inc. 

Nov. 25 stockholders will vote on increasing authorized 
capital from 1,500,000 shares to 2,500,000 shares. No 
further information available. 


© Harbor Plywood Corp. 

Oct. 10 reported company plans issuance of 450,000 com< 
mon shares (after split-up) with Eastman, Dillon & Co. 
and First California Co. as underwriters. Proceeds for 
expansion. 


Jacksonville Terminal Co. (10/28) 

Company will receive bids up to noon (EST) Oct. 28 
for the purchase of $4,000,000 first mortgage bonds, se- 
ries A. Bids will be received by John B. Hyde, Vice- 
President, Room 916, 71 Broadway, New York City. 
Probable bidders: The First Boston Corp.; Morgan, Stan- 
lev & Co.; Halsey, Stuart & Co. Inc.; Dick & Merle- 
Smith. 


@® Kansas City Southern Ry. (10/16) 
Bids for purchase of $1,760,000 equipment trust certifi- 
cates will be received up to 12 noon (CST) Oct. 16 at 
office of company, 114 W. 11th Street, Kansas City, Mo. 
Probable bidders: Halsey, Stuart & Co. Inc.; Harris, 
Hall & Co. (Inc.); Salomon Bros. & Hutzler. 


@ Macy (R.H.) & Co., Inc. 

Oct. 14 reported company contemplates issuance of $20,- 
000,000 debentures, the proceeds to be used for modern- 
izing its main store and for expanding operations. Tra- 
ditional underwriters: Lehman Brothers and Goldman, 
Sachs & Co. 


® Northern Indiana Public Service Co. 

Nov. 3 stockholders will vote en authorizing an issue of 
272,694 shares of preference stock (par $20) and on 
increasing common from 2,500,000 shares to 3.000,000 
shares. The preference, which would be convertible into 
common on share-for-share basis, would first be offered 
for subscription to common stockholders. Probable un- 
derwriters: The First Boston Corp., and Central Repub- 
lic Co. 


® Southwestern Public Service Co. 

The company soon will offer common stockholders rights 
to subscribe to additional shares. Proceeds will be used 
to defray part of the cost of an extensive property ex- 
pansion program. 


® Texas Eastern Transmission Corp. 

Oct. 12 the FPC made public a decision approving com- 
pany’s application for a permanent certificate to own 
and operate “Big Inch” and “Little Inch” natural gas 
pipelines. Previously R. H. Hargrove, President, had 
stated company plans issuance of about $120,000,000 first 
mortgage bonds and $32,000,000 stock. Probable under- 
writer, Dillon, Read & Co. Inc. 
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No Lowering of Workers’ Productivity 


(Continued from page 14) 


report of the Advisory Council | ton per day. 
to the President of the United 
States. 


Lauds Coal Miners rood pa 

One of the best illustrations of 
increased productivity is found 
in the coal mining industry, The 
miners have recently been mak- 
ing special efforts to increase their | 
output per manhour, and judging 
from past history we have every 
right to expect the productivity 
of the nation’s coal miners to con- 
tinue to increase in the future as 
it has in the In 1990 the 


increased their 
products 30%. 


; : past. the resources, the 

bituminous coal miner produced | and management. and the physi- 
less than three tons of coal per! cal plants and machinery to assure 
day. In 1946, he produced six| all our citizens prosperity which 
tons of coal per day. He is the| was undreamed of 

most productive coal miner in| short decades ago. 


the world. And that is the Ameri- | 
can coal miner. Now, compare his 
work w:th that of the British 
miner who works in a govern-| 
ment-owred coal mine. The 
American miner’ produces six 


| perienced, From 


skill 


only 


in the Capital Outlay 
American business men spent There 
'$12 billion on new plants and 


a 


If we effect a proper readjust- 
;ment of prices and profits, there 
'is no reason why this productive 
|machine should come to a stand- 
still and recession set in. We have 
in labor 


few 


| We know that the early post- 
| war period was a time of difficult 
readjustment for many industries 
and that significant postwar gains 
'in productivity in those industries 
jare just now beginning to be ex- 
data. available | 


tons of coal per day, while the|for a few industries we find a 








British miner produces only ONE number of gains varying between 


'5% and 10% in 1946, with com- 


Let us also consider experience | parative gains indicated in 1947. 
on American farms—the greatest | 
industry 
whole world. Though the number 
of farm workers has fallen from 
9 million before the war to 8 mil- 
| lion today, our farm workers have 
output of farm 


equipment in 1946 and will spend 
almost $14 billion in 1947. Much 





|of the new machinery now being , 


'installed, however, will provide 
|amazing increases in productivity. 
|For example, among the new ma- 
chines recently exhibited is an 
automatic lathe which makes ma- 
chine parts in 28 seconds which 
‘formerly required six minutes 
/an increase of 1200% in one man’s 
| production. A new working tool 
'cuts aluminum at the rate of 4,000 
'to 6,000 feet per minue—4 to 6 
| times faster than the current rate. 
Improved designs and materials 
for machine bearings make it pos- 
| sible to operate machines at 50,000 
ito 75,000 revolutions per minute, 
'compared to 30,000 which was the 
| average speed 15 years ago. 

These are but a few illustrations 
of the type of modern machine 








being introduced into our indus- 


tries which will effect immense 
increases in productivity. With 
such dynamic possibilit-es, we 


have every reason to believe we 
can meet the economic problems 
of the future, whatever they may 
be. 
is the answer to those 
who have charged lower efficiency 
among the millions cf workers in 
the United States of America, The 
facts do not justify any such ac- 
cusation, I instead state to those 
who criticize anid f:nd fault, “Go 
where you will, into any nation in 
the world, and you will not find 
the worker more efficient, with 
greater productivity than you will 
find among the American work- 
ers in the United States of Amer- 
ica.” 

AFL Eschews Communism 

Now, may I touch upon another 
subject br:efly. The American 
Federation of Labor is an Ameri- 
can organization. It believes in 
America, the fundamental law of 
the United States, the Constitu- 
tion, freedom, liberty, and democ- 
racy. We will have nothing to 
do with Communism in any shape, 





or form. We have seen exhibitions 
of Commun stic activity at some 
so-called labor conventions re- 
cently. These conventicns could 
be better classed as Communists’ 
conferences than organized labor 
conventions. Our great convention 
has cn different occasions declared 
to the world our uncompromising, 
irrevocable opposition to Commu- 
nism and the Communistic phi- 
losophy. This Sixty-sixth Annual 
Convent.on will redeclare its op- 
position to Communism and to the 
Communistic philosophy, and to 
the attempt of those who are seek- 
ing to extend the philosophy of 
Communism our unyielding oppo- 
sition to their attempt to establish 
it among the organized labor 
movement of our country. 

First of all we believe in free- 
dom, liberty, and democracy, and 
we realize that we can enjoy free- 
dom, liberty and democracy under 
a free democratic form of govern- 
ment. We are not willing to sur- 
render that right to any totali- 
tarian form of government. We 
cherish as a common heritage the 
liberty and the freedom bestowed 


upon us by our forefathers, and 
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because we prize liberty and free- 
dom as a priceless asset, we are 
determined to fight the Taft- 
Hartley bill that attempts to rob 


us of our freedom and our liber- | 


ties. 

Then again our great Amer:can 
labor movement is a staunch de- 
fender of our free enterprise sys- 
tem here in America. We have 
witnessed since the war ended the 
trend in all other nations through- 
out the world, and that trend is 
to the left. 


under the sun, practically, except 
in America. 
war on labor want to destroy the 
one labor agency that stands as 
a defender of the free enterprise 
system in the United States of 
America? Well, I interpret the 
action of the sponsors of the Taft- 


| know 


Free enterprise has | 
been wiped out in every nation | ty, v 
equal objective without compro- | 


Do those who make | mise that labor 


Hartley bill as mean‘ng that they | 


prefer anti-labor legislation of 
this kind to limit the freedoms 
and the liberty of working men, 
than to have a great agency like 
the American Federation of Labor 
stand immovable in defense of 
the free enterprise system. 


Let them answer this question. 
Who was it that turned the way of 
Jabor in the 
the world to the left? Who was 
it that caused them to abandon 
the free enterprise system in na- 
tions throughout the world? Well 
it was those who oppressed labor, 
who created the feeling of class 
hatred because of the attempt to 
destroy it, and its liberties, its 
freedom of action, 

For that reason I feel that on 
this occasion I can warn those 
men, the owners of industry, the 
reactionaries of the nation, aga:‘nst 
these attempts that are being made 
to destroy the organized labor 
movement through the enactment 
of anti-labor legislation. 


Hits Anti-Labor Laws 

We have assembled in this con- 
vention at a historic period, You 
come fresh from your constituents. 
You know how the workers that 
serve on the job think about these 
attacks that have been made upon 
them by the anti-labor leg:slators 
in the States and in the Congress 
of the United States. You know 
the statements that have been 
repeatedly made by the authors 
of this legislation, that the work- 


nations throughout | 


ers are for it, the men who serve! 


in the mill and the mine and the 
factory are for this legislation. It 
is only the leaders of the move- 
ment that are opposing it. 

I don’t mind if they continue 
to suffer under that delusion, he- 
cause you know if there is any 
group of people in America firmly 
opposed to this legislation it is 
the workers in the shops, the 
mills, the mines, and the factories 
whom you have the honor to rev- 
resent, and there is no business 
agent serving the workers locally, 
no officer serving sectionally and 
none serving in a _ national 
pacity that could hold his position 
if he would go out and at meet- 
ings of these workers urge them 
to approve the Taft-Hartley bill. 
Every one of them would be de- 
feated. 


Will Seek Repeal of 
Taft-Hartley Law 


But the answer to that will be 


made at the election in 19438. I 
know I express your sentiments 


when I say that we resent the ac- | 


tion taken by the State legisla- 
tures and the Congress of the 
United States in passing aiti- 
labor legislation after the war is 


over. and following the establish- | 


ment of such a wonderful record 


as labor made during that great) 


conflict. We resent it with all the 
power at our command. We are 
opposed to the Taft-Hartley dill, 
the Lea bill, the Hobbs bill, ana 
all of the anti-labor bills passed 
by the different state legislatures. 

Now, what are we going to do 


ca- | 


about it? 


We are not going to} 


ways and the byways to the ballot 


rema:n quiet and passive, we are} box, and there, as sovereign citi- 


going to act, and this great con- 


vention will declare to the world |! 
|with the 


we will act. First of all, I 

you will direct that the 
American Federation of Labor op- 
poses with all of the power at 1s 
command these anti-labor laws 
passed by hostile legislative bod- 
les. We will set as a great objec- 
tive that we must reach at any 
cost, the repeal of the Taft-Hart- 
ley bill at the earl-est opportunity. | 

Secondly, we will set as an 


how 


| 
is determined to | 
defeat for re-election every mem- | 
ber of Congress who voted for 
the Taft-Hartley law. | 

Confident of Victory at Polls | 

In order to accomplish this pur- | 
pose this convention, I know, will | 
direct and order that we establish | 
election day in 1948 as a holiday, | 
so that the workers can march to! 
the polls and vote against their | 
enem:es, We have the votes if we 
can get them into the ballot box. | 
The millions of workers whom |! 
Lincoln said God must have loved 
because he made so many more 
of them, along with their staunch 
and devoted friends outside the 
labor movement, will march to the 
polls and cast their votes, and if 
they do there will be no doubt 
as to the outcome of the election. 

I imagine I can hear the tramp 
of the feet of the sturdy men and 
women of labor along the high- 


} 
| 


zens as well as workers, they w:ll 
cast their ballots in 
dictates of their con- 
science. And then perhaps some 
of those with whom we pleaded 
in the Congress of the United 
States to vote against this objec- 
tionable legislation, but who 
turned a deaf ear to our pleadings 
and to our appeals will hear the 
language of the ballot box and 
will be governed by that language, 


even though they rejected our 
appeals, 
So now we must prepare for 


this. It is up to us to do the job. 
The workers of the nation can do 
it and will do it, in my judgment, 
if we organize right from the bot- 
tom level] to the top and see to it 
that every voter records his vote 
on election day in opposition to 
the re-election of those who voted 
against them and stood against 
them in their hour of need. Our 
appeal will be to the workers of 


| the nation and to all our friends 


to stand with us in this crisis, de- 
feating this attempt to limit free- 


‘dom, liberty, and democracy, and 


to substitute therefor dictatorship 
and governmental control of the 
economic life and activities of the 
workers of this nation. In that 
way we will be fighting not only 
to save labor from this anti-labor 
legislation, but, in addition, for 
the preservation of freedom, lib- 
erty, democracy, and justice in 
the United States of America. 


The Great Boom in the 


Prophets’ 


Systems 


(Continued from page 5) 


prewar, practically no unemployment, with our main worry merely 
the occurrence of further inflation. 

The many other examples of completely erroneous business fore- 
casting, such as in the 1929 et seq. “New Era” pronunciamentos in 


“prosperitv-around-the-corner” forecasts need not be _ detailed. 
But it should be realized that forecasting goes just as wrong in the 
political as in the business sphere. Witness the miscalculation 
regarding the advent of war in the summer of 1939 by the majority 
of the best-informed authorities in the United States as well as even 
in London, Paris, and Geneva. And a reexamination of the concur- 
rent comment by our best informed press on the Munich 
agreement, the prelude thereto, reveals the most dramatic encom- 
iums of praise for Mr. Chamberlain not ex post facto as the “ap- 
peaser,’ but as the dove of peace for “all time.” 


Right on Business—Wreong on Stocks 

When the stock market factor is introduced, there is the addi- 
tional difficulty of the obtuse unpredictable manner in which its 
course may react even to a correct business prognosis. The post 
V-J Day condition of labor strife, unproductive labor, coupled wiih 
basic shortages, all manner of reconversion difficulties, were very 
widely forecast. But the stock market maintained a major bull 
movement throughout that period. And subsequently our business 
boom has been accompanied by an at least quasi bear market. 

The astute market economist in 1946, in predicting correctly the 
trend of business activity and profits which eventuated, would 
have been proved wrong, not in his forecasts of business, but because 
there nevertheless happened to ensue a subsequent fall of over 50 
points in the Dow-Jones Index. 

If business now turns down, the market will have been acting 
as the too premature forecaster of business, necessitating for 
the successful speculator a forecast not only correct, but occurring 
15 months ahead of time. Not even the famed Jesse Livermore, who 
said he never argued with the tape (and ended as a suicide in a 
washroom) envisaged that much market anticipation. 


Other Abortive Alternatives 

The other alternative from which market “techniques” 
escape is the “buying and sitting with” stocks. 

The abortiveness of such ‘static’? policy is well demonstrated in 
an historical study conducted under the aegis of Under Secretary 
of State Robert Lovett, then of Brown Brothers, Harriman, of the 
actual price and income record of the 20 most popular dividend pay- 
ing common stocks and of the 20 most popular corporation bonds 
in 1901 and 1936. The popularity element in their selection was de- 
termined by their relative activity on the New York Stock Exchange. 
Hence 13 of the 20 stocks were in the railroad industry, which 
showed a depreciation of 39% during the period. The entire group 
of stocks showed an overall depreciation of 39%. One-half the com- 
panies showed a shrinkage of 50% of cost; and of these 25% went 
into bankruptcy, default or reorganization, 50% were subsequently 
not paying any dividends, 75% had ceased paying any dividends. 

And even the record of bonds was surprisingly bad. Despite 
the fact that the terminus year of 1936 constituted an all-time high 
for bond prices in general, seven of the 20 mest popular issu2: 
showed capital losses, three issues lost more than 50%, and the 2 
issues as a whole lost 4%. 


seek to 


Moreover one-fourth of the group by 
1936 had ceased paying interest. 


The believed necessity for the would-be investor to try to cap-| 


ture capital gains through guessing market swings has likewise been 
stimulated by the growing comprehension of the secular deterioration 


| 


of his investment position through a combination of state socialism 
and inflation. The enormous 1936-1946 shrinkage (48%) in the real 


'income of the typical long-term holder of stocks and bonds through 
accordance | 


the period has been graphically demonstrated in an article by Howard 
F. Vultee in the “Chronicle” of May 29, 1947. 


Air Castles 

In addition to the above-described “escapist” motives for “sys- 
tem-playing” in securities, what are some of their affirmative 
positive stimuli? Of irresistible cogency on a great part of the sus- 
ceptible community is the temptation to use hindsight and mistake it 
for foresight. Apparently it is ever so hard to keep looking at the 
displays of stock market charts showing the recurring (in frequency 
but not in timing or size) volatile fluctuations in past performance, 
without building air castles of profits “if” (!) one had only acted 
thus and so. This instinctive temptation to use hindsight for self- 
assurances of foresight, often with self-cheating in calculation of 
the results, is quite characteristic of public behavior toward phe- 
nomena running all the way from international politics to sporting 
events to the roulette table. This hindsight opiate is patricularly 
popular in the stock market sphere, because of the wide circulation 
of past performance charts, which so clearly show “what I could have 
done—if only,”’ and which make Baron Rothschild’s simple maxim of 
buying low and selling high look so very easy to accomplish. 

Another basic motivation for forecasting in general and by 
technical market systems in particular, is the extra sporting pleasure 
or “kick” which our average citizen derives from “beating the game.” 
To him, even if he be not lazy or superficial, the comparatively logi- 
cal methods of investment are, in a sense tame; and camouflaging 
his escape therefrom with pseudo-scientific mathematical and phil- 
osophical jargon colors his activities with the pattern of legitimacy. 


Similar “Work” in Doping the Ponies 

This is something like the self-righteousness derived by a fol- 
lower of the horses by identifying as “work” the poring over of the 
past-performance records. 

The presence of such a Puritanie guilt complex over American 
speculative activities—in direct contrast with the traditional sophis- 
ticated attitude in Britain and the Continent of frankly recognizing 
the speculative process in custom and in law—likewise extends to 
our own Stock Exchange officialdom. Have we not recently witnessed 


that august institution’s high command so embarrassed by a 
customers’ broker’s casual characterization of his profession as a 


gambling business that it had him summarily fired from the scene? 


From the foregoing it should be realized that the motivation of 
forecasting, particularly as performed through “technical” approaches 





to the stock market, is usually and to an unrealized degree ration- 


| alized from subjective motivation that is iargely without absolute 







































































validity. 





more than 40%; rice, more than 
half; corn, nearly one-third (note 
that this is corn moving into con- 
sumption channels, not produc- 
tion); oats, about one-fourth; and 


barley, more than 10%. For cot- 
ton and tobacco the rates are 
about 38% and 30% of produe- 


At somewhat 
the following 
fats and oils 


tion, respectively. 
smaller rates are 
commodities: food 
(excluding butter), 10%; fruits, 
7%; meats, 3%; dairy products, 
3%; efgs, 4%: and poultry, 0.5%. 
In the case of dairy products the 
estimates show that about 0.5% 
of the butter and 15% of the 


cheese supplies moving into con- 
sumption channels will have been 
exported during the year, It 
further estimated that well over 
10% of the dried milk and con- 
densed miik production will be 
exported. 

It may thus be seen that sharp 
reductions jn export demand for 
cotton, tobacco, wheat, rice, and 
to some extent other grains, fats 
and oils and cheese, condensed 
and dried milk might be expected 
to have price-lowering effects 
considerably out of proportion to 
the amount of reductions. To 
what extent and in what order of 
priority these food exports may 
be hit by reductions remains in 
part unknown, but there is al- 
ready evidence, particularly with 
regard to Great Britain, that cot- 
ton, tobacco and meat products, 
eggs, cheese and dried milk, as 
weil as fruits and their prepara- 
tions, are most likely to fee] first 
and most the probable reductions. 
The world food situation con- 
tinues apparently to be such that 


is 





ithe highest priorities will con- 
tinue to be placed on grains and 
'grain preparations. When it is 
‘remembered that Great Britain in 


i the 











The Farmer and the Export Market 


sensationally high places, epitomized by former President Hoover's 
(Continued from page 15) 


the first quarter of this year took 
from one-fourth to one-half or 
more of our exports of such com- 
modities as cotton, tobacco, meat 
products, dairy products, fruits, 
and nearly all of the eggs ex- 
ported, it is obvious why the dol- 
lar “crisis’’ should be of concern 
to farmers and other agricultural 
interests. For some of these 
commodities the proportions of 
supplies exported, as shown 
earlier, are relatively small and, 
therefore, the price reducing ef- 
fects may be minor and possibly 
delayed at least temporarily in the 
face of the domestic demand situ- 
ation. 

But the British crisis is gener- 
ally regarded as only the begin- 
ning, to be followed later by fur- 
ther aggravation from develop- 
ments in France, Italy, and prob- 
ably other countries. It seems 
probable now that the greatest 
impact of declining exports on 
American agriculture will come 
via the indirect effect of declin- 


ing non-agricultural exports on 
domestic economic activity. It 


should not be inferred from these 
points discussed here that there is 
any notion that ex»orts will van- 
ish within a few months or the 
immediately foreseeable future, 
But even a mocest fracticiaal re- 
duction, a_ streng probability, 
could set off some substantial eco- 
nomic declines in this country. 
Whether this havpens depends 
upon steps taken by this country 
to meet the situat‘on and if it 
does happen on a substantial scale 
short-run outcome will de- 
pend upon the magnitude of do- 
mestic needs to take up the slack 
and the speed with which adjust- 
ments can be ma‘e internally to 
take up such slack. 
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The People Must Be Told! 


(Continued from first page) 


be enslaved. 

As long as there are those ready 
to fire the Russian deluge at our 
people and also reviewing 
Vishinsky’s speech it becomes 
clear that our diplomats are going 
to have hard-going. Are we to 
find some compromise? The at- 
mosphere now reflects that it is 
either the U.S.A. or the U.S.S.R. 
In the latter event, we sink to a 
police state. Our people must now 





write their own ticket. Commu- 
nism—chaos—must be regarded 
in their true worth. They are 


tougn masters — they maladjust 
whole nations—they mire humans 
in the deepest of woes—they take 
their tolls by way of intense 
human sufferings. What must be 
—or should be—our ticket? If we 
are to become weak, we will be 
destroyed. If we remain strong— 
we can survive. Is that it—or am 
I wrong? If so, our people should 
not take liberty for granted. 

We are challenged by a godless 
philosophy of dictatorial lies and 


mendacious statements. If democ- | in 


racy is to thrive here, it must) 
thrive elsewhere. Are we Ameri- | 
cans the trustees of liberty? If so, 
we should defy anyone’s acts to| 
destroy liberty. To accomplish that 
—our government must remain | 
strong and retain our sound econ- 
omy. Weakness cannot cooperate 
with anything—only strength can | 
cooperate. By weakness, we in-| 
vite communism. Please take note | 
Mr. Government. Either we fight | 
continually for freedom —or we|! 
slip into bondage—a dictatorship | 
my tongue is the law. | 
Our country didn’t buy its free- | 
dom with dollars. We didn’t get | 
freedom by mandate. Our Dec- | 
laration of Independence was not | 
a mandate—but a written declara- 
iion of the rights of man and peo- 
ples. We had to fight for every 
ounce of liberty and freedom 
declared in that document; 56 men 
signed it and every single one of 
them had a price on his head the 
minute he put his signature on the 
document. Our people fought for 
liberty and freedom. The only 
reason we have held it is because 
we have had an indestructible will 
to do so. That will to retain free- 
dom and keep liberty is reflected 
in our America—a baby republic 
in 1791 and the number one world 
power in 1947. It is all of that to- 
day—keep it so tomorrow—and 
on and on for all tomorrows. We 
can smash the whole thing—by 
keeping our mouths shut and our 
minds inactive now—or we can 
keep it our pattern forever—and 
a pattern for the world—by open- 
ing our mouths and keeping our 
minds active now. 

Jefferson said: “I am not one of 
those who fear the people. It is 
they—and not the rich—who are 
our dependence for our future 
freedom.” The people can do any- 
thing if you will only tell them | 








why—but they must be told. As|the people 


Lincoln said: “Tell the people the | 


truth—and the nation can be 
saved.” So, I say to business lead- 
ership and the press—speak up on 
these questions facing America. 
Communism or Americanism—it 
is a public question—not a politi- | 
cal one. By silence, we will be the | 
architects of our own destruction, 
ard that is not just maybe. It isa 
fact—not a theory. Freedom can 
be held and secured by an aroused 
—awakened—and informed pub- 
lic. Our press—our magazines— 
and our radio can arouse the pub- 
lic. It is their obligation to do'so. 

There are quite a few on the 
air who are stating that there isn’t 
any such thing as the American 
Way of Life. These people appar- 
ently become more and more cer- 
tain of their ground—as they in- 
vade the air in increasing num- 


| is the Constitution 


are interested in listening. We 


gives people liberty—or we are to'can’t be sure of what they are say- 
ing, because many of them cannot 


speak English clearly. 
The United States has spent 171 


years developing 


regulations by which the 
institutions find per- 
petuity in constant modification 
and change. We have accorded to 
all—such freedoms as man never 
before knew. We have accom- 
plished the highest standard of 
living—the greatest tolerance—the 
truest charity and the most pro- 
found advancement materially 
and spiritually. We still welcome 
newcomers. They are the sinews 
of our future—but they are not 
Americans—in my opinion—until 
they not only recognize but treas- 
ure above all—the American Way 
of Life. 

We Did Not Inherit Liberty 

We did not inherit liberty. It 
'was won. Liberty is not selt-per- 
| petuating. It is maintained only 
ideals—devotion and determi- 


and 
American 











nation. Eternal vigilance is the 
best word for it. There are in- 


numerable facets of liberty and 
freedom in these United States 
which never have flourished else- 
where. Yet we see these belittled 
and battered by people not yet 
aware of their existence. Such ac- 
tion is nothing but an attack on 
liberty and freedom. If continued, 
it will divide our people—as it is 
intended to do. The land and the 
air are swamped with failures 
from abroad—telling us how to 
succeed here. Who sends them? 

American business has always 
proved its products before putting 
them on the market. If some 
dreamy-eyed experts in Washing- 
ton were to offer the people of 
America a blueprint promise of a 
inew kind of automobile — that 
would run without gasoline and 
without oil and sell for one-fourth 
the price of to today’s cars—what 
would the people of America say? 
i'Some of them without thinking 
it through would accept it as 
true. And some of the crack-pots 
would say: Let’s try it. But, on 
the assumption that for this new 
model, you must give up your pres- 
ent automobiles, trucks, trailers, 
the people who tnink would say: 
Put it on the market and let’s see 
how it runs. Prove it by example. 
Let’s see your model. If it works, 


we'll make the swap. But, show 
us! 

Today, we hear continually 
from the communists, reds and 





|others that we should scrap our 
| way of life for government con- 
|trol—give up our liberties for a 
suggested new model of govern- 
i'ment—the Russian model. Show 
|Us! Where on the face of this 
jearth has there been a country 
that has given more luxuries— 
more profits—more wages—more 
happiness, more of everything to 
than that given by 
the American system? 

Ours isn’t only a model—it is a 
working model. It has been work- 











—not worse—with the years. 
Our system is a business. It 
filed intention of going into busi- 
ness with the Declaration of In- 
dependence. Its corporate charter 
and Bill of 
Rights. The basic products are 
liberty and freedom for all peo- 
ple—the right to pursue happiness 
—the right to progress—the right 
to make something of your own 
life. The American worker—and 
we are all workers—big shots and 
small shots—can, if he chooses to, 
live and work where he pleases. 
Perhaps he is a machinist. 
haps he wants to 
Under our Constitution he has 
that privilege. No one can tell 
him he cannot do this—not yet— 
he might also feel that he can try 








bers. You can hear them—if you 


as many jobs and shift around for 


the truest re- 
public on earth in all of known 
history. We have established rules 


Per- | 
study law. | 





hell and walk out the do 
America. 

But, the Washington 
birds want to change that for all 
lof us. You can see dummy worry 


| dow—little 
|with yellow beaks. They usually 
sell for a quarter. All you do is 


‘lax. The worry bird takes care of 
everything unpleasant. Washing- 
‘ton wants to put a Washington 
worry bird in every home and 
/every business. They say to in- 


about production. The worry bird 
will see to that. Sales problems— 
forget them. The worry bird 
‘knows how to run your business 
'better than you do. Of course, 
the worry bird will take care of 
those people—whose monies are 
in this great business of our profit 


and loss system. But most Ameri- | 


cans prefer to handle their own 
worries themselves. They prefer 
to be able to climb as far and as 
fast as their abilities will take 
them under the system of private 
and free enterprise—that is based 
on our Constitution. 


Keep always in mind —that 


Constitution of ours is our bread- | 


and-butter document. It built our 
country to where it stands today. 


Up to the present moment, we the | 


majority of the people, have not 
had any use for. professional 
Washington worry birds. 

There are plenty around today, 
who believe in a _ nice, orderly 
planned life for all of us. A life 
without cares and hardships and 
without responsibilities, and _ it 
may be—without any need for our 
industrial know-how at all. 

Of eourse, the Constitution and 
ithe Bill of Rights stand squarely 
‘in the way of anyone who would 
regiment we, the people. But 
worry birds have wings, and a 
way of getting around things in 
their way. That is why every 
pusiness executive in America 
should sit down today with his 
public relation and advertising 
counsels — and carefully make 
plans to inject into every adver- 
tisement—a reaffirmation of faith 
in the only system that can keep 
America prosperous—strong and 
free. 

Responsibilities of Business 

Some men of business are using 
their house organs to tell the peo- 
ple within their plants the story 
of America. More should be doing 
it—than are doing it. There is 
definitely a step further that in- 
dustry should assume—and that 
is to use the public press in paid 
statements to counteract all false- 
hoods made by those who wish 
to take over America. Tell the 
truths—facts and figures to the 
consuming public. For instance, 
there are more than 500,000 peo- 
ple whose money is in the steel 
industry. I maintain that the exe- 
cutives and boards of directors are 
the trustees—guardians—and ad- 





'ing since 1791 and getting better ministrators—of the monies these 


people have in the steel industry 
_—and it is in their hands to direct 
its safe-keeping. All executives 
| of all free enterprise are today 
charged with that same responsi- 
bility — safekeeping. There are 
those—Washington worry birds— 
who wish to relieve industry of 
further obligations of directing its 


|affairs—and also relieve all peo- | 


ple whose monies are in the busi- 
ness—of their equity. 


Indifferent Attitude Sheuld Be 
Abandoned 


The attitude of silence by cor- 
' porations—respecting trumped-up 
statements— must be abandoned. 
'This is your country—protect it! 
'The man on the street and the 
people in plants should have a 





worry | 


| clear picture of that which is hap- | including all the people of all the 
| pening to their freedom and their | Russias. 


| monies. I still maintain that the 
)himself as long as he wants to— only way to get a better popular 
he is right. If he doesn’t like a| Understanding of the problems of 
job—he can tell the boss to go to|today is for industry to carry 
or. That’s | their case to the public in paid 

| aremenee in answer to slander- 
ous charges and to the blackmail- 
| ing designed to sell the country 
con- 

'pirds in almost any florist’s win-|SUming public — the men and 
blue wooden figures | women in plants—into the scene | 


|down the river. Bring the 


of honest motives and activities. 


Make them feel and 





to make public relations their tool 


} 

| for a better public understanding 
no 
dustry—you won’t have to worry | escaping the conclusion that our 


|of these problems. There is 
| amazing war record of production 
' must be credited to our system of 
| private and free enterprise. Man- 
|agement has neglected public re- 
|lations footwork. They let their 
'critics and detractors tear them 
}apart and refuse to fight back 
| with the same weapons, Too many 
maintain a platform of infradig— 
'one of silence—at all costs. In- 
dustry must meet head-on with 
| facts in rebuttal of all deceptions 
and distorted charges—and there 
| have been plenty of them! Answer 
them with paid statements in the 
press—and when necessary de- 
'mand proof and apology. Then, 
the public would have a better 
understanding and due respect for 
statements of facts and _ proof. 
|'That is what I mean by public 
relations footwork. 

Americanism or Communism— 
that is the issue facing us. These 
United States are confronted by 
the biggest problems history has 
posed within its recorded past. 
Our lasting solution will come 
from ordered thinking backed by 
the courage of those who have a 
stomach for a fight. We will not 
win by the sacrifice of funda- 
mental principles for political op- 
portunism—which is a 
tion of civilization. Please take 
note Mr. Government! Expediency 
is a vicious task maker. What we 
pile up ahead—always turns into 
a mortgage, falling due at the 
most inopportune time. 

The world has a communistic 
cancer. That is the first thing to 
consider. It would serve no pur- 
pose to direct our thinking to how 


nice it would be if the world 
didn’t have this disease. It has— 
that is a fact — not a theory. 


We ask for a remedy—not just to 
help the pain—but to prevent re- 
currence. No palliative will suf- 
fice. It must be a cure or it will 
develop into a fatality. That can- 
cer centers wherever our mortal 
enemy — Russian communism — 
spreads its talons. 


Will Our System Survive 

One of us—Communism or our 
Republic form of government — 
is going to be strong—not two of 
us. One will survive. If ever a 
people were charged by Almighty 
God with the _ preservation of 
freedom on earth—that people is 
this generation. Let us not ex- 
change our system for blueprints. 
Let us not exchange it for untried 
and unproven models — or for 
Washington Worry Birds. 

The Constitution of any Rus- 
isian communism is the exact 
opposite of ours.” Ours is liberal. 
What is the opposite of liberal? 
Their constitution is confiscatory. 
Our constitution puts capital in 
the hands and in the control of 
all the people. It is free capital. 


let them 
'to put one in your home and re- | know they are a part of industry 
and not something apart from it. 
It is the obligation of management 


repudia- | 


Now who can speak who 
should speak—for the U. S. A. and 
what can the speakers say? 

This is just about what any one 
of the steel industries could say: 

92%2¢ out of every dollar of 
production income of this com- 
pany, from 1931 down to date, 
has been paid to employees. 





| 


| issue 


7le¢ has been divided between 
the people who have their 
money in this business and the 
surplus account of the company 
to insure the continuation of 
the business. 


Could Soviet Steel of Stalingrad 
such a statement’? English 
Steel? German Steel? You know 
they couldn’t. Why? Because we 
pay the highest wages of any 
country in the world—and retain 
freedom. This holds true in prac- 
tically all industries. Labor gets 
the biggest share of the profits. 
Statistics are dry reading and 
very uninteresting to relate. Per- 
mit me however to say this: Be- 
tween 1929 and 1946, American 
industry did 372 billion of dollars 
worth of business. Eighty six 
cents out of every dollar of that 
production income went to em- 
ployees. I might suggest you write 
to Leonard Read, Foundation for 
Economic Education, Irvington- 
on-Hudson, N. Y. and get a copy 
of the brochure “Why Kill the 
Goose?” It can be read quickly 
and easily. 





Here are some of the facts as 
to why we should keep America 
ae: 1t. ts: 

The U. S. has 6% of the world’s 


area and 7% of its people. It has 


|60% of the telephones—80% of 
|the motor cars — 35% of the 
| world’s railroads . . . it produces 
| 70% of the world’s oil . . . 60% 
of wheat and cotton ... 50% of 
|copper and pig iron .. . 40% of 
coal and lead. It has 21 billion 


| dollars in gold. It has two-thirds 


| 


| 
| 


| people 


of the world’s banking resources. 
The purchasing power of its 
people is greater than that of all 
the people of Europe or all the 
of Asia. Responsible 


| leadership which cannot translate 


|The earner can do as he pleases, 


with it. Russia doesn’t abolish 
capital. They confiscate it—and 
put it all in the hands of the 
state. It becomes slave capital. 
|The earners cannot do as they 
please with it. Then, they shriek 
‘to high heaven “The U.S. A. is a 
Capitalistic monopoly” when, as 
a matter of fact, the only com- 
i plete capitalistic monopoly on 
‘| earth today is the,Soviet Union of 
|Communistic States. It owns 
| everything—money, farms, build- 
ings, transportation, everything— 








| destroying. 


not 


such a bulging economy into an 
assured prosperity is destitute of 
capacity. But Washington worry 
birds looking over the estate de- 
clare that the model by which it 
was Created is all wrong... ought 
to be abandoned ... must be dis- 
carded and that the time has come 


to substitute Washington worry 
birds’ management — for individ- 
ual initiative and_ supervision. 


There is only one way to char- 
acterize that proposal and that is 
as just—damn foolishness. 

How did we get it? By greater 
production — by creating — not 
Every national ad- 
vertiser should print on his prod- 
uct the fact that: “86% of what 
you paid for this product has gone 
into the pockets of American 
workers.” 

Let me repeat: Weakness can- 
cooperate with anything — 
only strengthen can cooperate. By 
weakness, we invite communism 

- a dictatorship my tongue is 
the law. We cannot buy with 
American dollars — a cure for 
communism. If that cure could be 
bought, it would be cheap—and 
we could forget the price. But, 
money will not suffice, no matter 
how much there is. A dissipation 
of our national wealth will serve 
only the purpose of removing the 
one remaining strong hand in the 
world. That is the first thing— 
we should put it first. If the last 
few years have failed to convince 
us of the need of our fullest pos- 
sible strength—then it would ap- 
pear that nothing will ever con- 
vince us, We stand as a people 
consecrated to liberty. We oppose 
communism. Let us not by in- 
cipent appeasement debilitate the 
very power we have to keep free- 
dom. 


If ever a people were charged 
by Almighty God with the pre- 
servation of freedom on earth, 
that peeple is this generation. 


Thursday, October 16, 1947 
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Advertising as 


(Continued 
comparatively low price in rela- 
tion to company earnings. Heinz, 
cn the other hand, was so widely 
known through its product adver- 
tising, and its brand name had so 
thoroughly penetrated the public 
mind, that Heinz became a “blue 
chin” from the very day it was 
offered to the public. Consumer 
acceptance was transferred to in- 
vestor acceptance overnight. 


In Julv. 1928, the late Walter P. 
Chrvsler hought the Dodge 
Brothers Motor Company. The 
deal involved an exchange of 
stock but when th’s was redueed 
to dollars. based upon the market 
price of Chrysler stock at the 
time, it was seen that Chrysler 


paid ¢36.000 000 mere than the ret 
tenevible asset value of Dodge 
Rrothers A large part of this 
difference was unquestionably for 
the voc’ will of the comnany. 
Again. this was good will bui't up 


throug) having a good product, 
then siccessfully merchandising 
it. Advertising plaved an ex- 
tremely important part. 

Manv r-ore illustrations such as 
these could be cited which show 
that the long-range advertising 
program has an asset value even 
thoush ‘+ is not capitalized on 
company books. 

Public Relations Advertising 

So far we have only considered 


the value of product advertising 


to the company itself and to its 
stockholders. I hope that the 
illustrations cited have indicated 
that goo’ will does hve a real 
psset value There is another 
tvvoe of advertising, however, 
which is also in the nature of an 


in the future, although 


investment 
intangible in nature. I 


it is more 


HELP WANTED 





TRADER-SALESMAN 
Long established over-the-counter 
firm wants experienced trader-sales- 
man with clientele. Salary and liberal 
commission basis, complete facilities. 
Box G 1017, Financial Chronicle, 25 
Park Place. N. Y. 8. 











SITUATIONS WANTED 





Security Analyst 


with leading 


Ss 


25 year experience 
N. Y. City f. ms—desires new connec- 
tion. ,Eastern U. S. Best references. 


1016, Commercial & 
25 Park Place, 


Address Box K 
Financia! Chronicle, 


New York 8, N. Y. 











Municipal Bond Man 
AVAILABLE 


Over 20 years experience in 
all phases of municipal busi- 
ness. Familiar with office 
management, supervision of 
books, trading and retail sell- 
ing. Would consider open- 
ing office for out of town 
firm. Box M 1014, Commer- 
cial & Financial Chronicle, 
25 Park Place, New York 8, 
N. Y. 











a 


Senior Stock Brokerage 
Accountant 


With many years of supervisory 
experience in large stock brokerage 


accounting 
responsibility. 


and__ public concerns, 
position of 

knowledge 
mining and me- 
Mature, fi- 
responsible. Willing to 
travel. Box H 1015, Commercial 
& Financial Chronicle, 25 Park 


Place, New York 8, N. Y. 


desires 
Excellent 


operations, 


of financial 
civil, 
chanical engineering. 


nancially 


at 


PUPUEUDRRORRGCEU ERECT | budget. 


an Investment 


from page 3) 

refer to the so-called public rela- 
| tions advertising. By public re- 
| lations advertising I mean telling 
the story of business to the Amer- 
ican people in such a manner that 


they will buy your company and} 


Advertis- 


not only your product, 


even more difficult’ because they!a few months ago, has posed a} 


have stockholders to be answered | stickler for the firms who market 


to — stockholders who in 
when incomes are being curtailed 
| are looking more to current divi- 
|dends than they are to building 
| for the future. (And don’t forget, 


|'you have us Wall Streeters to 
| consider too!) 
| Let’s analyze this problem a 


little from the viewpoint of com- 


‘ing aimed at political and eco-| pany financial policy, particularly 


Properly exploited, however, it 
|should prove to be the most valu- 
|able type of insurance that Amer- 
ican business can take out. 

Last year Charlie Merrill, our 
senior partner, after noting the 
tremendous job of product selling 
done by American industry, went 
on to point out the inadeauacy of 
the job being done in selling the 
American business. He said: 

“If America is not to go the way 
of much of Europe, the mass of 
the people must realize their eco- 
nomic stake in our present sys- 
tem, must find it in the opportu- 
nity and emotional outlet that 
people abroad think they see in 
the socialist state. The perils we 
face from ignorance and misun- 
derstanding can be more serious 
than those we faced in the war.” 

I believe this warning is no less 
true today. I believe further that 
an investment in advertising, to 
tell the American story, is a vital 
necessity. There is no segment of 
American business more vitally 
concerned with this problem than 
you men in advertising and mar- 
keting. Your economic function is 
dependent, in all its aspects, upon 
the continuation of free markets. 
Free markets are the first casual- 
ty of any move towards socializa- 
tion, 

The program that you have un- 
dertaken through the Advertising 
| Council should certainly be con- 
| sidered as an investment. I am 





‘confident it will pay off to all | 


American industry in a way as 
positive and as concrete as an in- 
vestment in machinery and build- 
ings. Free markets can no more 
continue in an atmosphere of po- 
litical repression than you can 
make cheese in a blast furnace. 
| Just you must guarantee the 


as 


proper atmospheric conditions to) beyond 


cure a cheese or to refine a batch 
of steel, so must we assure a po- 
| litical and social climate in which 
'free markets can function. 

To invest part of your adver- 
tising appropriation in_ selling 
your company as a business insti- 

| tution—in selling the American 
competitive system, is to me as an 
investment banker, a sound and 

| conservative financial operation. 


Continuity in Advertising 
| If advertising is to give its full 
| investment value, whether it be 
| product or public relations adver- 
| tising, it must be assured of con- 
| tinuity. 
| advertising and sales promotion 


nomic education is, I believe, a|in the light of present day corpo- 
field that has been barely touched. | rate taxes. When profits are gen- 


erous, it is not a difficult problem 
for most advertising directors to 
get adequate funds for their cam- 
paigns. Advertising is, within 
reason, considered as a current 
operating expense, and as such is 
not subject to corporate taxes. 
However, if you want to lay aside 
a part of this year’s profits as a 
capital reserve to spend for ad- 


vertising and _ sales’ promotion 
when business slows down, you 
are up against it. Generally 


speaking, if you tried to set aside 
any substantial sum, the Treasury 
would probably disallow it. How- 
ever, it seems to me that here is 
the germ of an idea on which you 
might base an attack on the whole 
problem. 

I mentioned earlier the dangers 
to our American system of free 
markets which we face from lack 
of public understanding of our 
economy. To me, however, this 
danger is not so great as that 
which lies in the wide fluctuations 
in our economy—those boom and 
bust cycles that have in the past 
brewed so much misery and social 
discontent. If you can show that 
/you can help to stabilize business 
| by vigorous but judicial use of ad- 
| vertising funds, particularly by 
|applying pressure to create sale 
|}in times of dullness, the powers 
| that be will sit up and take notice. 

This will require lots of facts 
and a lot of education. Tomor- 
row’s problems are never as easy 
to plan for as those of today. But 
as advertising men your job is 
| always to plan for tomorrow. The 
| problem then is to develop and 
| sell a program that looks beyond 
| today’s sales. 
| advertising as a tool to help sta- 
| bilize the economy, you will have 
| given to advertising a social value 
anything it has ever 
claimed before. 
| I urge you, therefore, to study 
i the problem—study it particularly 
' with a view to determining the 
| feasibility of setting up adequate 
reserves for advertising and sales 
| promotion during periods of gooo 
'times. These reserves could then 
be drawn upon to stimulate busi- 
ness in dull times when that stim- 
ulation is most needed. You can- 
not apply yourself to a more vital 


problem, 








Usually in the past the | 


| budget was the first to feel the | 
/ax when business began to slip. | 


|Company officers felt—and un- 
| fortunately many of them still do 
—that advertising was in part a 
luxury, which could be dispensed 
with when the going was tough 
Such a viewpoint is, it seems to 
me, extremely shortsighted. 

If advertising budgets are cut 
at the first signs of slackening 
business, and if sales personnel is 
reduced, we are simply aggravat- 
|ing the condition—assisting the 
snowball to gather momentum. In 
fact this would appear to be the 
| time that selling pressure should 
really be applied. Not only ad- 
vertising, but all types of sales 
| promotion shouid be intensified. 

You are probably thinking that, 
sure this is all well and good, but 
how can I convince my president 
or 


crease expenses when income is 
declining? 
they are quite rightly thinking in 
terms of balancing the company 
Their position is made 


| 





| 


| 


my board of directors to in- | 


As sound businessmen | 











Our 
Reporter’s 


Report 
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The investment fraternity, par- 
ticularly that segement of it which 
makes a business of bringing out 
new issues, can really be said to 
be swaying about on the “horns of 
a dilemma” at the moment. 


For the general situation ap- 
pears to be in a complete state 
of flux as the seasoned market 
attempts to adjust itself to ap- 
parently new ideas as to cor- 





If you can develop | 








porate versus’ government 
yields. 
Certainly the _ unsettlement., | 


which has been accompanied by | 
slow, but steady, whittling away | 
of corporate yields and stern re- | 
sistance of institutional buyers to | 
new issues on the basis in vogue | 


times | new issues. 


The unhappy fate of the re- 
cent Pacific Gas & Electric fi- 
nancing, from the standpoint of 
sponsoring bankers, evidently 
has served to bring the whole 
matter to a head. In fact, ac- 
cording to reports, has set in- 
vestment bankers about the 
task of reappraising the entire 
Situation as time approaches for 
submission of bids for the huge 
Pacific Telephone & Telegraph 
Co. issue. 


This undertaking, involving 
$100,000,000 of new money, will 
be up for bids next Tuesday, and 
perhaps at that time the bankers’ 
tenders will convey some idea of 
the extent to which they have ad- 
justed their ideas. 


With the yield on corporate 
bonds up 15 to as much as 25 yield 
basis points since July, the spread 
between those issues and govern- 
ments has widened, but whether 
it will settle at %4, %s or % per 
cent still remains to be seen. 


Small Issue Taken 


Texas Power & Light Co.’s new 
issue $8,000,000 of 30-year first 
mortgage bonds, carrying an A 
rating, found ready reception in 
spite of the disturbed market con- 
ditions. 


The issue attracted bids from 
four banking groups with the 
winning syndicate paying the 


company a price of 100.63 for a 
3% coupon. Bids of competitors 
ranged all the way down to 102.14 
for a 34%% interest rate. 
Reoffering, planned at 100.99 
to afford a yield of 2.95%, 
brought out brisk inquiry more 
than sufficient to assure full 
placement. It was evident from 
a look at the “spread,” however, 
that the successful group had 
cut its working margin decided- 
ly thin. 


Store Plans Financing 
Joining the ranks of corpora- 
tions coming into the money mar- 
ket for new capital, R. H. Macy 
& Co. is reported considering 


'issue fo $20,000,000 bonds which | 


DIVIDEND NOTICES 
CITY INVESTING COMPANY 


25 BROAD STREET, NEW YORK 4, N. ¥. 
OCTOBER 9, 1947 


The Board of Directors of this Company has 
this day declared a dividend of 15c per share 
on the common stock of this Company, pay- 
able November 15, 1947 to holders of record 


as of the close of business on November 1, 1947 





ELECTRIC BOND AND SHARE 
COMPANY 


Common Stock Dividend 
The Board of Directors has 


declared a dividend of Twenty- 
five Cents (25¢) per share on 
the Common Stock, payable 
November 20, 1947, to stock- 
holders of record ut the close of 
business October 30, 1947. 
H. H. DINKINS, JR., 
Secretary 
October 9, 1947. 

















The Board of Directors of 


Wentworth Manufacturing 
Company 
has declared a dividend 
twelve and one - half cents 
(1242¢) per share on the out- | 
standing common stock of the | 
Company, payable on No- | 
vember 22, 1947, to stock- 
holders of record at the close 
of business November 1, 1947. 
Checks will be mailed. 


JOHN E. McDERMOTT, 
Secretary. 


of | 














| A quarterly div 
? | beer l 
an | 14, 








probably would carry an interest 
rate of 27%.%. 

Expected to go into registra- 
tion some time next week, it is 
believed this issue would carry 
a sinking fund designed to take 
up around 70% of the total by 
maturity in 1972. 

Macy, it is believed, would use 
the funds raised to provide for 
planned expansion and to liqui- 
date current bank loans, contract- 
ed under an agreement reached 
with a group of institutions last 
year. 

Standard Oil of Ohio 

Under the company’s plan to 
meet requirements of its expan- 
sion program “rights” to subscribe 
to 584,329 shares additional of 
Standard Oil Co. of Ohio’s com- 
mon stock accrue to holders on 
record at the close of business on 
Oct. 23 next. 


Common holders will have 
the “right” to subscribe for one 
additional share for each five 
held at that time. Sale of the 
entire issue would provide the 
company with the bulk of the 
$27,000,000 which it calculates 
is needed to finance its plans. 


The company has entered an 
underwriting agreement with 
bankers under which the latter 
have agreed to purchase any un- 
subscribed portion of the issue. 


Pacific Gas & Electric 27s 

Pacific Gas & Electric Co.’s new 
2% % brought out in the total of 
$75,000,000 last week, appear to 
be settling in a price range to 
yield about 2.95%. 

Notice of the termination of the 
syndicate, brought a settling of 
the bonds from the proposed re- 
offering price of 100 to around 
98%4 bid 99. 

Since then the issue 
quoted rather steadily 
| 9812 bid and 98%, offered. 


DIVIDEND NOTICES 
Z 
| Spencer Kellogg & Sons, Ine. 
i 40 per share has 
declared on the payable December 
447, to Stocl:holders of recerd as of the 
ot business November 15, 

JAMES L. WICKSTEAD, Treasurer 


has been 
around 





idend cf $0 
1 { 

if 
‘lose 947 





NATIONAL CONTAINER 


CORPORATION 
On Cctcber 10, 1947 a regular quarterly 
dividend of $0.296075 was declared on the 
340) Cumulative Convertible Freferred 
Stock of National Container Ccrperation, 
payable November 1, 1947 to stockholders 


of record Octcher 20, 1947. 


HARRY GINSBERG, Treasurer. 

















Colonial Hills, Inc. 


498 Seventh Avenue 

NEW YORK 18, N.Y. 
The Board of Directors of this 
Corporation has declared a 
regular quarterly cashdividend 
of 25 cents per share on the 
capital stock outstanding, pay- 
able October 27, 1947 to 
stockholders of record Octo- 
ber 17, 1947. 


Also, a stock dividend was de- 
clared of | share for each 20 
shares held, payable Novem- 
ber 24, 1947 to stockholders 
of record November 10, 1947. 
Payment of fractional shares 
is to be made in cash based 
on the closing price as of 
November 10, 1947. 


COLONIAL MILLS, Inc. 
EDWARD A. WERNER, Treasurer 


October 7, 1947 
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Washington... 


Behind-the-Scene Interpretations 
from the Nation’s Capital 






And You 

















There is some figurative meat to | 
Clint Anderson did or 


fuss as to whether 


Truman version of the Taft eat less idea. 
nourishing background as to W hat makes things tick around here. 





be saved by looking into this 
did not pooh-pooh the 
There is to be found some 


BUSINESS BUZZ 


First, did the Secretary of 
Agriculture deprecate the 
“waste less” campaign? The 


answer is “yes.” But Mr. Ander- 
son was no Judas. He only 
spoke what he saw as the truth. 
He said what everybody else is 
saying around here except, in 
this case, when not speaking for 
publication, What Mr. Anderson 
brought out was that very little 
grain will be saved by the 
Luckman campaign of itself. If 
savings are going to amount to 
anything, they will have to 
come from cutting grain rations 
to livestock. Anderson sincerely 
urged the “waste less” cam- 
paign. He indicated it was nec- 
essary for people generally to 
sacrifice if farmers also were 
to be cajoled into sacrificing. 


This leads right into the why 


of the Luckman campaign. Al- 
though proposing the Marshall 
the Ad- 


plan early last summer, 


ministration did not seem to be 
conscious of the implifications of 
the plan—high prices and short- 
ages versus rationing—until og 
— 
The Administration seemed to be 
caught as flat-footed as some Gulf 
Sep- 


sented with the “grocery 


Coast people were by the 


tember hurr r icane. 


And, as pray sine before, 
the Administration considered 
seriously the prospect of resum- 
ing ration and price controls, 
but gave up the idea. These 
steps would take too long to be 
practicable. 


‘ities, etc. Don’t try too hard to 
figure out now what will happen. 
The Administration probably will 
, improvise—cook something up to 
meet a new situation as it is hit 
in the face. 


Thus business will have to 
contend with the additional un- 
certainty of when and what the 
Administration will do to meet 
each problem as it arises. Even 
bad programs probably will 
come late. Add uncertainties: 
How the Russians will push 
around the situation to require 
modifications in the Marshall 
plan. How Congress will tailor 
the “plan” to suit its own ideas. 


Incidentally, Anau son also rang 
the bell on what may be a new 
and expensive round. He sug- 
gested that the United States was 
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Roscoe. 
ALEXANDER, 












AS 
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wee 





bountifully prepared with large 
crops because of the postwar, 2- 
year guarantee of high prices. 
This is the Steagall amendment, 
guaranteeing support of farm 
prices at 90% of “parity.” This 
expires at the end of 1948. This 
2-year guarantee was justified by 
the argument: If farmers were to 
be asked to produce large crops 
to win the war, they should be 
insured against disastrous price 
drops after the immediate post- 
war demand ebbed—a la early 
’20s. 


So if farmers are going to be 
asked to produce large crops 
for maybe four years more— 
what the Administration thinks 
will now be necessary to feed 
Europe— isn’t it fair they should 


over, when ready, this type of F 
job. 

Did you notice ee many news- | 
paper “dope” stories a couple of 
weeks ago suggesting the E-I | 
bank could finance stop-gap Eu- 
ropean relief? This was a kind of 
pressure which was put on E-I 
bank to do a job out of line of 
duty. The bank sticks steadfastly 
to the line. Its job is not charity. 
It is one of the rare agencies 
which would not quickly grab a 
chance to get a hunk of business 
that would put it in the limelight. 


These “dope” stories did not 
originate with the bank. So 
when the query finally came, 
could the bank finance stop- 


ik 


epee 


The “meat” to be filched from 
this episode is that the Adminis- 
tration does not seem to know 
where it is going or why in sug- 
gesting the adjustments needed to 
the foreign aid problem. It is a 
fact that the Administration both 
favors and opposes controls on 
foods. It knows that controls are 
the only way it can guarantee top 
deliveries favored by the State 
Department boys — without the 
unhappiness of higher prices. Yet 
it knows that controls are not 


be guaranteed against a sharp 
drop in ene thereafter? 


That is the ot so subtle hint 
that Anderson dropped in one of 
over- 
looked in the news. about bread 
and whisky. But it won’t be over- 
looked by the farm crowd. Watch 
next 
another 
government guarantee of farm 
prosperity for two, three, or four 


his talks. It was largely 


it to come up at the 


of Congress 


for 
session 


World Bank, 
worries. When the Polish loan is | 
turned down, as most people here | 
expect, then it will become clear | 
that that Bank is a part of the 
western world set-up, and not a 
universal institution, The demand 


gap, the answer was “no.” The 
able Bill Martin, President, is 
in Europe, but his board is be- 
hind him. 

world institution, 
is also having 


the | 
its ; 


Another 


‘such OK. So even a 


practicable. 


So there was nothing to do 
but take a stab at the Luckman 
plan and hope maybe it would 
work. 


This of 


same approach 


be- 
fuddled stop-gap planning prob- 
ably will govern throughout. The 
economic war against Russia will 


years more, 
oe “ a: 

An entirely new mechanism 
for fitiancing export credit for 
either small firms or large 
firms with small lot export 
sales is wrapped up in the re- 
cent deal announced between 
the Export-Import bank and 
the U. S. Scientific Export As- 
sociation. E-I bank believes this 


~ 


to finance European reconstruc- 
tion is imperious. The problem | 
will be easy if Congress “does its | 
part.” Then the loans will look 
more “bankable.” Yet at the same 
time the bank has got to find | 
time and funds somehow to take 
care of the Spanish- or Portuguese- | 
speaking customers in this hemi- 
sphere. It may be OK to be a 
western world bank but all the, 


undoubtedly shift often in direc- 
tion, emphasis, and volume. It is 
a safe bet that each new modifi- 
cation will catch the Administra- 
tion largely unprepared to cope 
with it. 


is a kind of a deal which gradu- 
ally, over the years, can become 
a new type of business. It un- 
derwrites the exchange as well 
as the individual credit risk. If 
any one is interested in the 


The date of the forthcoming 
report of the Senate Small 
Business subcommittee on steel 
capacity is still not known. But 
even if the subcommittee (and 


loans can’t go to Europe. 


wet 


more signficance than waste 
paper. The CIO line is that a 
greater capacity than the in- 
dustry is now building, should 
be enforced by Uncle Sam, 


It is hitehaen: to expect the| 
Sma: Business subcommittee to | 


actually take the CIO line. How- 
it would be about as effec- | 


ever, 





do so, because it knows Congress 
isn’t likely to go along. 
of: % % 


Foreign aid has cast some- 
thing of a shadow over the bril- 
liant success of the _ private 
home building industry. Offi- 
cials are now willing to 
acknowledge that 800,000 
dwelling units will be com- 
pleted this year. This is equal to 
or not quite equal to the record 
(depending on how you inter- 
pret earlier statistics) of the 
boom years of the mid-’20s, 


* * * 

Actually commercial and in- 
dustrial construction is behind 
last year. When planners had 


wrested from them by the Con- 
gressional majority the power to 
allocate building materials, 
made a dire prediction: 
commercial 
swipe 
for 


they 
Private 
construction would 
ali the materials needed 
building residential units, 


% 3 


But the opposite ee happened, 


McKee With Cruttenden 


(Special to Tue FINANCIAL CHRONICLE) 


CHICAGO, ILL.— Edward 





H. 


McKee has become affiliated with 
Cruttenden & Co., 
Salle Street, members of the New 
York 
changes, 
merly with Ames, Emerich & Co.. 
_ and Sills, Troxell & Minton, 
nc, 


Leonard Morey Now With 


209 South La 


and Chicago Stock Ex- 
Mr. McKee was for- 


Fahnestock & Co. In NYC 


| 


tive as a Republican trying to sell | 
the President on the idea of econ- | 


/Shelton, Jr. 
with 
|'La Salle Street, 


omy. The Small Business Com- 
mittee is not a legislative 
committee. If it did recommend | 
government-financed steel capac- 
ity, it has no power to mother 
legislation to bring that about. | 
Such legislation would have to/'| 


come from standing committees. ‘ 
Standing committees aren’t going 
to play with that funny one with- 
out an OK from the Republican 
high command. There will be no} 
“bad” sanbat | 
only means headline headaches | 
for steel public relations. 
ws 33 a 
Incidentally, Senator Ken 
Wherry’s growl about allocat- 
ing steel for the Arabian pipe- 
line illustrates the joys of run- 
ning an irresponsible committee. 
Probably Mr, Wherry knew all 
the time that the government 
had no thought of turning away 
from Middle East oil and giving 
comfort to the covetous Reds. 
Mr. Wherry could growl all he 
wanted without doing much 
harm. But it made ever so good 
reading back on the farm, and 
among the sore independents of 
the midcontinent oil fields. 


% % * 
| Despite cries of anguish re- 
cently from the most. distin- 


guished people, about speculation 
lin grain futures, the Administra- 


‘tion has not yet come around to| 


or: a: 


Right now, by way of illus- 
tration the Administration is 
thinking that so long as the 


surplus European food remains 
behind the “iron curtain” this 


country will have to _ feed 
Europe. What if the Russians 
figure it is a good idea to 


let the food out and make some 
trades? They still would not 
have to relent their war against 
the West. It’s a good bet that 
this, too, would catch the Ad- 
ministration unprepared. 


% %: 


deal, E-I bank will be glad to 
tell him — it. 


This new aimee also is 
in effect the answer to the pro- 
fessional small business crowd— 
to their demands for export credit 
insurance. Export-Import bank is 
still opposed to export credit in- 
surance. 

: : ed 
Likewise, after two or three 
years of seasoning, this new ar- 
rangement may provide a pai- 
tern whereby large pools of 
funds can get a_ substantial 


chunk of export credit financing 


later the full committee) should 
take the CIO line, it’s of little 


ask for power to control margin 


trading loans. It has no plans to 


| 


sociated 
| 65 
/'members of the New York Stock 
Exchange. He was formerly with 
| Merrill Lynch, 
Beane, and Burton, Cluett & Dana 


Leonard Morey has become as- 
with Fahnestock & Co., 
Broadway, New York City, 


Pierce, Fenner & 





With Detmer & Co. 
(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, ILL.—James D 
has become connected 
Detmer & Co., 105 South 
members of the 


| Chicago Stock Exchange. He was 
{previously with Shillinglaw, 
ger 


Bol- 
& Co. 





With Westheimer & Co. 


(Special to THe FINANCIAL CHRONICLE) 


CINCINNATI, OHIO — Francis 


| J. Wood is now with Westheimer 


| & Co. 


322 Walnut Street, mem- 


| bers of the New York and Cin- 
|cinnati Stock Exchanges. « 





Old Reorganization 
Rails 


Chgo. Rock Is. & Pacific 
Missouri Pacific R. R. 
N. Y., N. H. & Hartford 


Western Pacific 


M.S.Wien & Co. 


ESTABLISHED 1919 " 
Members N. Y. Security Dealers Ass’n 
40 Exchange PI., N. Y.5 HA. 2-8780 | 

Teletype N. Y. 1-1397 
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| HAnover 2-0050 


Firm Trading Markets | 


FOREIGN SECURITIES 


All Issues ; 


CARL JVARKS & (CO. INC. 


Teletype—NY 1-971 








| 50 Broad Street 


FOREIGN SECURITIES | 
SPECIALISTS 


So with the whole question of 
future controls, allocations, prior- 





—and E-I bank will be glad to 
have private channels. take 














— AFFILIATE: CARL MARKS & CO. Inc. CHICAGO ——______' 


New York 4, N. Y. 

















Empire Steel Corp. 
Susquehanna Mills 


Hill, Thompson & Co., Inc. 


Markets and Situations for Dealers 


120 Broadway, New York 5 
Tel. REctor 2-2020 Tele. NY 1-2660 











